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Chapter I 
INTRODUCTORY 


Background 

1.1. The Conference of State Ministers of Cooperation held at 
Hyderabad on the 19th and 20th June 1964, recommended that an expert 
committee should be appointed to review the present pattern of organisa¬ 
tion of cooperative marketing of agricultural produce, distribution of 
production requisites and supply of consumer articles at different levels, 
consider the difficulties that now stand in the way and recommend measures 
as can enable cooperative marketing societies to play their due role in an 
integrated structure of credit, supplies and processing. 

Constitution of the Committee 

1.2. In pursuance of the above recommendation, the Government of 
India, in the erstwhile Ministry of Community Development & Coopera¬ 
tion (Department of Cooperation), vide their Notification No. F. 13.5/64- 
CM dated 6-8-1964 (Annexure I), set up an expert Committee on Co¬ 
operative Marketing with the following members : 

Chairman : 

1. Prof. M. L. Dantwala, Department of Economics, University 1 
of Bombay, Bombay. 

Members : 

2. Dr. Punjabrao S. Deshmukh, M.P.* Chairman, National Agri¬ 
cultural Cooperative Marketing Federation, Ltd., New Delhi. 

3. Shri Vishwanath Puri, Chairman, Punjab Stale Cooperative 
Supply & Marketing Federation, Ltd., Chandigarh, (Punjab). 

4. Shri P. S. Rajagopal Naidu, President, North Arcot District 
Cooperative Supply and Marketing Society, Ltd., Vellore, 
(Madras). 

5. Shri G. D. Goswami, I.A.S., Secretary to the Government of 
West Bengal, Cooperation Department, Calcutta. 

6. Shri R. T. Mirchandani, Agricultural Marketing Adviser to the 
Government of India, Ministry of Food, Agriculture, Commu¬ 
nity Development & Cooperation (Department of Agriculture), 
Nagpur. 

7. Shri K. C. Cheriyan, Chief Officer. Agricultural Credit Depart¬ 
ment, Reserve Bank of India, Bombay. 

8. Shri M. L. Batra, I.A.S.,** Chief Officer, Rural Credit, State 
Bank of India, Bombay. (Now Commissioner, Ambala Divi¬ 
sion, Haryana.) 

•Dr. P. S. Deshmukh expired on 11th April 1965, and in his place Shri B. 
Mazumdar was appointed with effect from 27th April 1965. 

•'Shri M. L. Batra was appointed as an additional Member of the Committee 
with effect from 1st July 1965. Shri J. S. Vershneya, represented the State Bank of India 
from 1st July 1965. 
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Member — Secretary 

9 Shri Veda P. Sethi, Dy. Chief Director (C.P. & S.), Ministry of 
’ Food, Agriculture, Community Development & Cooperation, 

(Department of Cooperation), Government of India, New Delhi. 

The headquarters of the Committee was located at Delhi. 

1 3. Consequent on the unfortunate demise of Dr. Punjabrao S. Desh- 
m i.lfli M.P. on 11th April 1965, Shri B. Majumdar, Chairman, National 
Agricultural Cooperative Marketing Federation, Ltd., was appointed as a 
member of the Committee from 27th April 1965, vide Notification No. 

F. 13-5/64-CM dated 10-6-1965. Shri M. L. Baira, after relinquishing 
charge of the post of Chief Officer, Rural Credit, State Bank of India, on 
30-6-1965, joined as Chief Executive Director, National Cooperative Union 
of India, New Delhi. In his place, Shri J. S. Vershneya, the new Chief 
Officer, joined as a Member of the Committee. However, since Shri Batra 
had participated in the deliberations of the Committee from its inception, 
he was appointed as an additional member of the Committee from 
1-7-1965, vide Notification No. F. 13-5/64-CM dated 4-8-1965. Prof. 
M. L. Dantwala was appointed as Chairman, Agricultural Prices Commis¬ 
sion, Government of India, from 1st Feb. 1965, which post he held till 
31st March, 1966 when he rejoined the Bombay University. He, however, 
continued as Chairman of the Committee during the above period. Shri Veda 
P. Sethi, Director (Trade) in the then Ministry of Community Develop¬ 
ment & Cooperation (Department of Cooperation) and Member-Secretary 
of the Committee, joined as Director (Marketing) in the National Coopera¬ 
tive Development Corporation, New Delhi from 1st September, 1964. 
Shri Sethi, subsequently worked as Secretary of the National Agricultural 
Cooperative Marketing Federation, Ltd., New Delhi, from 7th May 1965 
till 7-7-1966, when he rejoined the Ministry as Dy. Chief Director (C.P. 

& S.). He, however, continued to be the Member-Secretary of the Com¬ 
mittee throughout. Shri G. D. Goswami, could not participate in any of 
the meetings of the Committee. 

Term of the Committee 

1.4. In the original Notification constituting the Committee, the Comit- 
tee was required to submit its report by the 31st December, 1964. But, for 
various reasons the Committee could not finalise its report by the above date 
and the term of the Committee was, therefore, extended twice. 

Terms of Reference 

1.5. The terms of reference of the Committee were as follows :— 

(i) To review the present pattern of cooperative marketing of 
agricultural produce, distribution of production requisites and 
supply of consumer articles at different levels (village, regional. 
State and National) and indicate the future pattern of deve¬ 
lopment with particular reference to interse relationship bet¬ 
ween the organisations at different levels; 

(ii) To indicate the role of cooperative marketing in an integrated 
structure of credit, supplies and processing and how best this 
role can be discharged. 
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Method of enquiry 

16. At its first meeting, the Committee decided to collect certain 
basic information relating to the working of select cooperative, marketing 
societies in different areas as also of all apex cooperative marketing 
societies in the country. Accordingly, two sets of questionnaires (Annexure 
II and III) were prepared and sent to 200 primary marketing societies 
specially selected for the purpose through the State Registrars of Co¬ 
operative Societies and also to all the apex cooperative marketing societies. 
Replies were received from 144 primary marketing societies and 17 apex 
marketing societies. 

1.7. The Committee also decided to obtain the views of Registrars of 
Cooperative Societies, Directors of Agriculture and select cooperative 
central banks on certain specific issues relating to cooperative marketing, 
distribution of production requisites and marketing finance. Three sets 
of questionnaires (Annexures IV, V & VI) were prepared and sent to the 
Registrars, the Directors of Agriculture of all States and to 18 selected 
cooperative central banks. Replies were received from 12 Registrars, 12 
Directors of Agriculture and 12 cooperative central banks only. A list of 
the Registrars, Directors of Agriculture and the Cooperative central banks 
from whom the replies were received may be seen at Annexure VII. 

1.8. With a view to having the benefit of their views on the various 

issues concerning cooperative marketing and distribution, select Registrars 
of Cooperative Societies and Directors of Agriculture were invited to meet 
the Committee on the 14th April, 1965 at New Delhi. The Committee 
met on 10-8-1965, the Joint Registrars incharge of Marketing in the 
States and the representatives of the various Apex Cooperative Marketing 
Societies, who were attending a Conference convened by the National Co¬ 
operative Development Corporation in New Delhi, and heard their views 
on the important issue concerning the structure of marketing cooperatives. 
The Committee also had the benefit of the views of Prof. D. R. Gadgil, 
Prof. D. G. Karve, Shri M. R. Bhide, Deputy Governor, Reserve Bank of 
India, Shri P. D. Kasbekar, Chief Officer, Agricultural Credit Department, 
Reserve Bank of India and Shri S. S. Puri, Secretary, National Cooperative 
Development Corporation, who were kind enough to meet the Committee 
at New Delhi on 10-4-1965, 29-4-1965, 5-5-1965, 23-8-1965 and 

16-9-1965 respectively. 

Tours 

1.9. The Committee visited the States of G'ujarat, Uttar Pradesh, Orissa 
and Madras. During the course of these visits, the members, of the Com¬ 
mittee had discussions with State Cooperation Ministers, Secretaries in¬ 
charge of Cooperative Departments, Registrars and other officers of the 
State Cooperative Departments, besides the office-bearers of the various 
cooperative institutions visited by the Committee. The details of the tours 
and list of cooperative institutions visited by the Committees may be seen 
at Annexure VIII. 

The Committee was unable to visit other States due to various unavoid¬ 
able reasons. However, since several members of the Committee had 
earlier visited the marketing societies in most of the States in other con¬ 
nection, the Committee had the benefit of their views on the working of 
these societies. 
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Meetings 


1.10. The Committee had tea meetings as under:— 


Meeting 

Dates 


Piace 

I 

. 31-8-1964 


New Delhi 

U 

. 16-10-1964 


Bombay 

III 

. 28-1-1965 q 

29- 1-1965 \ 

30- 1-1965J 


Bombay 

IV 

. 11-3-1965'j 

12- 3-1965 \ 

13- 3-1965 J 


New Delhi 

V 

. 29-3-1965- 

30- 3-1965 

31- 3-1965. 

\ 

New Delhi 

VI 

. 14-4-1965 \ 

15-4-1965/ 

New Delhi 

VII 

5- 5-1965^ 

6- 5-1965/ 

New Delhi 

VIII 

9-8-1965-> 
to 13-8-1965/ 

New Delhi 

IX 

. 16-9-1965-^ 

17-9-1965/ 

New Delhi 

X 

. 22-4-1966 

23-4-1966 

} 

New Delhi 


Secretariat 

1.11. Consequent on the transfer of the work relating to cooperative 
marketing, processing, supply and storage from the then Ministry of Com¬ 
munity Development and Cooperation to the National Cooperative Deve¬ 
lopment Corporation with effect from 1st September 1964, the office of 
the Committee was located in the Office of the National Cooperative 
Development Corporation at New Delhi. We are thankful to the National 
Cooperative Development Corporation for having spared the services of 
an officer with the requisite staff for the work of the Committee. 

A cknowledgments 

1.12. We are grateful to the State Ministers for Cooperation, Secretaries 
incharge of Cooperative Departments, Registrars of Cooperative Societies, 
Directors of Agriculture, State Marketing Officers and the other officers 
and cooperators concerned for giving us the benefit of their views on the 
various problems, for the assistance rendered to us in connection with our 
visits to different places and for furnishing the requisite data, etc. We wish 
to thank, in particular, Prof. D. G. Karve, Prof. D. R. Gadgil, Shri M. R. 
Bhide, Shri P. D. Kasbekar and Shri S. S. Puri, who were kind enough to 
meet the Committee and offer their views. We are also thankful to the 
various cooperative institutions for providing/" necessary material to the 
Committee. 



1.13. We wish to record our deep appreciation of the services rendered 
by Shri N. Gopalakrishnan, Deputy Director, National Cooperative Deve¬ 
lopment Corporation, in the collection, compilation and analysis of the 
basic background material, preparation of notes for our meetings and also 
in drafting of this report. He rendered the service with highly commend¬ 
able efficiency and understanding of the issues involved. His long experi¬ 
ence in the Cooperative department was of considerable assistance to the 
Committee. 

1.14. The Committee desires to express its warm appreciation of the 
valuable assistance given at every stage by Shri Veda P. Sethi, our colleague 
and Member-Secretary, who brought to bear on the problems before the 
Committee his wide practical experience and knowledge in the field of co¬ 
operative marketing, both as Director in-charge of cooperative marketing 
in the Central Government and as the Chief Executive in the Apex and 
National Cooperative Marketing Federations. 



Chapter II 


EXISTING PATTERN OF AGRICULTURAL MARKETING IN INDIA 
AND ITS DEFICIENCIES 

Functions oj marketing 

2.1. The concept of the terra ‘marketing’ has broadened considerably 
in recent decades. It includes not only purchase and sale of goods, but 
also the various business activities and processes involved in bringing the 
goods from the producer to the consumer. Marketing thus begins at the 
farmer’s field. It includes all such activities as (i) collection of surpluses 
from the individual farmers; (ii) transport to ihe nearest assembling centre; 
(iii) grading and standardization; (iv) pooling; (v) pro-cessing; 
(vi) warehousing; (vii) packing; (viii) transport to the consuming 
centres; (ix) bringing the buyers and sellers together; and (x) sale to the 
ultimate consumer. All these functions require capital and also involve 
risks due to fluctuation in prices, losses and deterioration in quality, 
etc. The arrangements made for raising the requisite finance for the above 
activities, bearing the market risks at various levels, also therefore, form 
part of the marketing functions. 

Special features of agricultural marketing 

2.2. Agricultural marketing has certain special characteristic features. 
Agricultural produce in most cases is bulky for its value in comparison 
with many manufatured goods. The demand it makes on storage and 
transport facilities is heavy and specialised resulting in heavy costs. Second¬ 
ly, while the farm output is seasonal in character, the demand for it by 
consumers is spread over the whole year. The market system has, there¬ 
fore, to suitably balance the seasonal outflow of the produce from the farm 
with the relatively steady and continuous consumer demand. Thirdly, in 
view of the small size of the individual marketable lots, the collection of 
the produce becomes a complicated process particularly as the consumers 
are generally concentrated in urban areas. Fourthly, most of the farm 
produce suffer loss and deterioration in quality during storage and trans¬ 
port. For certain commodities like plantation crops, where production is 
highly localised and consumption is wide-spread, their marketing becomes 
more difficult. 

Types of market 

2.3. In India, markets are generally classified as (i) primary markets 
known as ‘hats’, ‘painths’ or ‘shandis’ at the village level, which are periodi¬ 
cal markets held weekly or at fixed intervals; (ii) secondary markets, 
known as ‘mandis’ or ‘gunjs’, which are regular wholesale markets held 
daily at fixed market places and are usually situated in the district or tehsll 
headquarters, important trade centres and near railway stations; and (iii) 
terminal markets, where the produce is assembled for further distribution 
within the State or for inter-State trade and for export. There are about 
3.400 important (secondary) markets or mandi centres and about 22,000 
periodical primary markets, (hats or painths or shandis) in India. These 
primary markets are mostly concentrated in the Eastern States of Assam. 

This chapter has been prepared from the material furnished by the Agricultural Market¬ 
ing Advi.er to the Government of India and also the data available in the Min. of F & A 
(Dte. of Economics & Statistics) Publication. “Agrl. Price Policy” (1963). 
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West Bengal, Bihar and Orissa. In addition to these markets, sales arc 
also made in the villages or on farm-sites outside the regular markets. 

Assembling—Role of the producer 

2.4. The farmer’s choice to sell at the village itself or take the produce 
to the ‘mandi’ is influenced by a number of factors, such as the size of the 
marketable surplus, his indebtedness and financial obligations, urgency for 
cash, the distance of the village from the nearest assembling market and 
the communications available, etc. In India, the bulk of the marketable 
surplus of the farmer is sold in the villages. The All-India Rural Credit 
Survey Committee estimated that 65 per cent of the total sales of all crops 
took place in the villages. In the rice growing districts of Thanjavur in 
Madras and East Godavari in Andhra Pradesh, it was observed that 90 
per cent or even more of paddy sales took place in the villages on the 
farm-site. The percentage, however, varies for different crops and regions. 
A survey of market conditions carried out in 1961 and 1962 by the Direc¬ 
torate of Marketing and Inspection in the seven paddy growing districts, 
where ‘Intensive Agricultural District Programme’ has been initiated, re¬ 
vealed that the proportion of the crop assembled for sale in the villages in 
various districts varied from 70 to 100 per cent. In another survey on 
groundnuts, it has been estimated that about 58 per cent of the marketable 
surplus is purchased by the village merchants, itinerant merchants, land¬ 
lords and agents of wholesale merchants, etc. in the villages. In the case 
of cotton, on an average about 40 per cent of the total production is sold 
in villages. In respect of wheat, according to a survey conducted in 1958, 
the sales at village level accounted for only 20 per cent of total production. 

Assembling—Periodical markets 

2.5. In some States, particularly in the major rice growing areas of 
eastern part of the country, a larger part of the marketable surplus is 
assembled in the periodical markets held in rural areas, viz., ‘hats’, 
‘shandis’ or ‘painths’. The buyers in these markets are generally the village 
and itinerant merchants. When purchases are made by the agents of 
processing units directly in the villages, they usually avail themselves of 
the services of the local village merchants, who act as brokers. 

Assembling—Wholesale assembling markets 

2.6. Assembling of produce in wholesale daily markets known as 
‘mandis’ or ‘ganjs’ is done by producers, village merchants, itinerant 
merchants and cooperative marketing societies, wherever they exist. The 
relative importance of various assembling agencies in a wholesale market, 
however, varies from commodity to commodity and from region to region. 
Recent surveys conducted by the Directorate of Marketing and Inspection 
have revealed that in the case of paddy, the producer’s share in the assembl¬ 
ing varied from 10 per cent in Madras to over 82 per cent in Andhra 
Pradesh. In the case of wheat, the producers’ share varied from 40 per 
cent in Uttar Pradesh to 75 per cent in Delhi. In case of pulses, the share 
of the producers has been estimated to be as low as 5 per cent in Madhya 
Pradesh and as high as 75 per cent in Gujarat and Maharashtra. In regu¬ 
lated markets, however, the producers’ share in the total arrivals of com¬ 
modities was estimated at 68 per cent in 1962/63, while the share of 
village merchants and traders was only about 24 per cent. 
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Market Functionaries 

2.7. The main functionaries for marketing of agricultural produce vary 
in diffe rent regions and for various commodities. Generally they are as 
under for most of the commodities :— 

(i) The village /itinerant merchants : 

The village/itinerant merchant, who is the main functionary in 
the village, makes purchases in the village, including at farm 
sites, sometimes on his own account and sometimes on behalf 
of ‘pucca arhatias’ at the “mandis”. 

(ii) Kutcha Arhada : 

He mainly functions as a link between the primary seller (viz., 
producer or village merchant) and the buyer in the ‘mandis’ 
and arranges for the disposal of the sellers’ produce on com¬ 
mission basis. He generally charges commission from both 
the seller and the buyer. Normally he does not make pur¬ 
chases on his own account, but merely functions as a commis¬ 
sion agent. He also finances the producers and village mer¬ 
chants on condition that the produce should be sold through 
him. 

(iii) Pucca Arhatias : 

‘Pucca Arhatia’, who generally acts on behalf of outside pur¬ 
chasers on commission basis, also operates as a wholesale 
merchant and buys and sells on his own account. These 
arhatias’ attend to cleaning of the produce, processing, where 
necessary, weighment, packing and forwarding upto the rail¬ 
head. They also finance their agents and even the “kutcha 
arhatias” who buy in the villages. 

(iv) Dalai : 

He functions as a broker between two traders. He generally 
does not participate in the open primary sales, but arranges 
sale of stocks locally available. 

In addition, there are weighmen employed by “katcha arhatias”, “pal- 
ledars” engaged by “pucca arhatias” for weighing, packing and loading 
work, “dhankas” employed by “kutcha arhatias” for cleaning the produce 
and also for keeping watch over it at the “mandi”. All these functionaries 
charge a fee for their functions, which is generally recovered from the sale 
proceeds of the seller. 

2.8. Besides these functionaries, the agents of processing units such 
as rice mills, cotton ginning factories, textile or jute mills, wheat-flour mills, 
oil mills, etc., also make direct purchases either in the villages or in the 
“mandis”. They generally operate through the village merchants or com¬ 
mission agents at the mandis. In respect of paddy, in the southern states, 
the rice millers, who are traders themselves, generally make direct purchases 
from the producers through their agents. The system of “kutcha and 
pucca arhatias” is not common in these areas. In respect of jute, in the 
eastern States, the number of intermediaries depends on the proximity of 
the jute growing area to the secondary market and the jute mills. In 
areas proximate to the jute mills, “beparies” or “farias” procure jute direct- 
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ly from villagers and supply to commission agents, who in turn supply to 
brokers or mill agents. In other areas, at the village level, there are small 
‘farias” or “beparies”, who collect jute from the growers and take it to the 
secondary market for sale to “arhatdars” or “kuteha balers”. At some of 
these markets, a few jute milk have opened their own agencies for pur¬ 
chase of jute direct from the “farias”. 

Market practices 

2.9. Market practices evolved over a long period have acquired the 
force of tradition. They vary from place to place and also from commo¬ 
dity to commodity, but the general pattern is as follows : 

(i) Sales in villages :—Agricultural produce is sold in the villages 
either on the farm site or in the shops of the village merchants, 
or in the periodical markets (hats) held in rural areas. The 
sales are made by direct negotiations between the producers 
and the buyers, who are generally the village or itinerant 
merchants or the agents of the wholesale merchants or proces¬ 
sing units. When agents of wholesale merchants or process¬ 
ing units make direct purchases, they sometimes avail of the 
services of village-traders. As the number of village mer¬ 
chants, who in most cases are themselves the buyers, is limited, 
there is not much competition between buyers. 

(ii) Sales in wholesale assembling markets :—Assembling of pro¬ 
duce in these markets is done by producers, village/itinerant 
merchants. The produce is brought to assembling markets 
either loose or packed in gunny bags. It is generally sold by 
the primary sellers through the commission agents known as 
“kuteha arhatias”. 

System of sale 

2.10. The methods of sale commonly followed in the wholesale markets 
are (i) open auction system, (ii) open negotiation, (iii) under-cover (or 
‘Hatha’) system, (iv) chit tender system and (v) pre-harvest contracts. In 
the ‘open auction’ system, the “arhatia” goes from lot to lot and auctions the 
produce. In ‘open negotiation’, the buyers can go to the ‘arhatia” at any 
time and settle the transaction. In the “under cover system”, the buyer 
indicates his bid by clasping and manipulating the fingers of the “arhatia” 
under a cloth. This system is not favoured because of the element of secrecy, 
which gives the “arhatia” a chance to manipulate, particularly as the buyers 
are generally his regular customers, whereas the farmers come only once in 
a season. “Chit tender” system is followed in some of regulated markets. 
Here written, bids are offered for each lot by the purchasers which are open¬ 
ed by the secretary of the market committee. Pre-harvest contracts are pre¬ 
valent mostly in the case of fruits, coconuts, cashewnuts, where the orchards, 
etc., when in full bloom are leased out to the contractors for harvesting 
and marketing purposes. 

Market charges 

2.11. The sellers and buyers of agricultural commodities have to pay 
a number of charges and deductions while selling or buying in an assembling 
market particularly in an unregulated market. These include commission, 
brokage (dalali), charges for handling and weighment (‘palledari’ and 
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"tulai’), storage charges, hire for containers, etc., besides municipal tolls and 
taxes and market fee levied by market committees in respect of regulated 
markets. In addition to these, the producer-sellers are quite often required 
to pay certain conventional charges such as “dharmada” (charity), etc., 
and also for services of clerk, watermen, chowkidar, cook, sweeper, etc., 
engaged by the c ommis sion agents. These charges are either paid ki kind 
or cash. Certain trade allowances for quality, generally in kind, are also 
deducted. A greater proportion of these marketing charges is invariably 
borne by the seller, the buyers’ share being relatively small and in some 
markets, nil. The merchandising charges enumerated above are variable. 
According to surveys conducted by the Directorate of Marketing and Inspect¬ 
ion, in the case of wheat, the total market charges varied from Rs. 2 in 
Madhya Pradesh to Rs. 4.44 in Bihar per Rs. 100 worth of produce during 
1956-57. Similarly, in the case of paddy, these charges varied from Rs. 1.35 
in Gujarat to Rs. 4.57 in Uttar Pradesh per Rs. 100 worth of produce 
during 1959-60. 

Defects and malpractices in present system of agricultural marketing 

2.12. The malpractices in the present system of agricultural marketing in 
India are very well known. In 1928, the Royal Commission on Agriculture 
referred to these malpractices as ‘nothing less than theft’. Since then, con¬ 
ditions have improved on account of various measures that have been under¬ 
taken such as introduction of statutory regulation of markets. However, 
a number of malpractices, in a different guise, still continue to vitiate 
the marketing system. The Rural Credit Survey Committee described the 
position as follows :— 

“While standards of marketing have improved in most of the relative¬ 
ly few regulated markets, which have been established, a num¬ 
ber of malpractices still exist even in these, since personnel and 
enforcement are two great problems not always sufficiently 
attended to, much less solved. Sometimes the malpractices take 
a fresh lease of unauthorised life just outside the market, for, 
the private interests are strong, the advantages of evading strict 
regulation are many and the producer is in no position to seek 
eventual advantage and protection from law at the cost of the 
immediate disadvantage involved in the loss of powerful custo¬ 
mers, who are also sources of credit and finance. Moreover, 
there is the very grave lacuna that no control at all is exercised 
over village sales.” 

2.13. Some of the malpractices which are reported to be still prevalent 
are mentioned below :—*' 

(i) Multiplicity of market charges :— 

The producer is required to pay a large number of market 
charges, without any justification and often for no service ren¬ 
dered. These charges are long established by custom and vary 
from market to market and are sometimes unspecified. ‘Oiarity’ 
or “dharmada” charges, storage charges without the produce 
having been stored, etc., are some of the examples of 


♦Based on information furnished by the Agricultural Marketing Adviser to the 
Government of India. 
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unwarranted charges. Besides, the authorised charges such as 
commission, brokerage, etc., are also often quite heavy and 
disproportionate to the services rendered in a number of 
markets. 

(ii) Trade allowances :— 

Though some of the trade allowances, e.g. to provide for the 
contingency arising from admixture of foreign matter and those 
on account of conta'ners are considered legitimate, traders in 
most of the unregulated markets are accustomed to make deduc¬ 
tions which, in many cases, are unwarranted and heavy. Free 
allowances for driage, moisture, dirt, etc., even when the pro¬ 
duce is displayed in a heap and inspected by the buyer before 
purchase are some of the examples of unjustified trade allow- 
ances. 

(iii) Adulteration and lack of grading :— 

The producers of agricultural commodities and the traders have 
not yet realised the importance and advantages of grading the 
produce, with the result that the transactions take place on a 
sample basis and the producer does not get the full worth of 
his produce. 

(iv) Method of sale :— 

The under-cover (or ‘Hatha’) system of sale is widely prevalent 
in many of the unregulated markets. This system is open to 
various malpractices, because only the negotiators know the 
price being negotiated. It generally operates to the detriment 
of the producer and to the benefit of the trader, particularly 
the commission agent. 

(v) Weighment : — 

In many markets the weights used are not correct. Besides, 
there is no supervision over the persons engaged in weighing, 
who are mostly employees of the trader and who often manipu¬ 
late the scales. Free allowances in weight are not also un¬ 
common in many markets. Frequently large samples are also 
taken by the various buyers without payment. 

(vi) Delayed payment of sale proceeds :— 

The producer, in most cases, is not immediately paid the full 
value of his produce sold. Advances are made and final settle¬ 
ment is made after some delay. Quite often, the “arhatia” or 
the trader would have advanced moneys to the grower before 
the harvest and such advances are deducted from the sale pro¬ 
ceeds with heavy interest charges. 

Regulated Markets—Present position 

2.14. The regulated markets have been established by the enactment 
of Agricultural Produce Markets Act in various States. All the States, ex¬ 
cept, Assam and Kerala, have passed the Agricultural Produce Market Acts 
and established regulated markets. By the end of 1964-65, 982 agricultural 
produce markets, besides 506 sub market yards, were regulated in the various 
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States out of about 3,400 principal markets in the country. The following 
table shows the progress of regulation of markets in various States :— 
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2.15. Uttar Pradesh, West Bengal and Himachal Pradesh have recently 
passed necessary legislation for regulation of markets, but we understand 
that no market has yet been regulated in these States. While substantial pro¬ 
gress has been made in Gujarat, Maharashtra, Mysore and Punjab, the 
States of Assam and Kerala have not passed the legislation in this regard. 
In Kerala, at present, the regulation of markets is enforced only in the 
Malabar region, which formed part of the erstwhile composite Madras State. 
The Third Plan visualized the regulation of 2,500 markets, but only about 
1800 markets were expected to be regulated by the end of the Plan. At 
present only a few commodities like select foodgrains, oil-seeds, and cotton 
are regulated in most of the States. The extension of regulation to other 
commodities has been very limited. 

Deficiencies in Regulated Markets 

2.16. Out of over 3,400 important markets in the country, over 2,000 
markets are still unregulated. Even in the few markets which have been 
regulated, the malpractices have, as observed by the Rural Credit Survey 
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Committee, taken a different guise, since “personnel and enforcement are 
two great problems not always sufficiently attended to, much less solved.” 
One of the main bottlenecks in the proper development of regulated 
markets has been the lack of well laid out common market yards with 
amenities such as parking sheds, rest house, roads, arrangements for drink- 
ink water, auction floors, etc. In the absence of such market yards, the 
auctions are held in the premises of the commission agents themselves. As 
such auctions are held simultaneously at more than one place and since 
it is not possible for the Secretary of the market committee to be present at 
all such places, usually the salesman or weighmen of the committee is 
deputed to supervise the sales at the premises of the commission agents. 
These low paid officials, who are recruited locally, are often unable to 
prevent the usual malpractices in the face of influential local merchants. 

As a large number of growers still continue to sell their produce at the 
village level, they do not derive the benefits of regulations. The market 
co mm ittees have also not been able to exercise any check on the activities 
of the various intermediaries operating outside the market yards, either, 
because, as in some States, the jurisdiction of the market committee does 
not extend beyond the market yards or because, of their failure to do any¬ 
thing beyond issuing licences to the traders operating outside the market 
yards. In view of their limited resources, many of the market committees 
have not been able to employ the requisite supervisory staff, both in the 
market yards and outside. They could not also undertake publicity work 
in the rural areas regarding the benefits of regulated markets. 

Once the sale is completed, the market committee has no control over 
the produce. Since most of the Regulated Market Acts prohibit the com¬ 
mission agents from purchasing or bidding at the auctions conducted by 
them, they sometimes employ dummy brokers to bid on their behalf and 
purchase the stock in collusion to the disadvantage of the producer. Some¬ 
times, the buyers form rings and agree on a price which is to their advantage 
but to the detriment of the seller. The regulated market committee has 
often no powers to prevent such collusion. 

2.17. Another handicap is that the stocks are not lifted immediately 
after the sale and in some instances, the traders or brokers, who purchase 
in auctions, do not lift the stocks due to fall in prices, etc. There is no pro¬ 
vision in the Regulated Market Acts to effectively penalise such defaulters, 
particularly in the absence of a provision for demanding a sizeable pro¬ 
portion of the sale value of the produce purchased as earnest money. Some 
of the provisions in the bye-laws of these markets are not enforced with the 
result that unhealthy practices still continue. For instance, in quite a few 
cases, the sale proceeds are not paid immediately after the sale of produce, 
although the bye-laws of most of the market committees require immediate 
payment. 

Apart from these deficiencies, a large number of farmers continue to sell 
their produce at the village level or in the nearby primary markets or “hats’, 
where there is no supervision or control. The primary producer selling in 
these markets, therefore, still suffers from the various malpractices enume¬ 
rated earlier. Further, even in the markets which have been regulated, only 
a few commodities have been notified by the State governments and thus 
a large number of other agricultural commodities fall outside the purview of 
such regulated markets. 
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Grading Legislation in India 

2.18. With a view to benefitiing both the producers and consumers, the 
Government of India enacted the Agricultural Produce (Grading and Mark¬ 
ing Act, 1937, authorising the Agricultural Marketing Adviser to fix grade 
standards for different types and varieties of agricultural commodities and 
prescribe grade designation marks to indicate each quality. The Act pro¬ 
vides for the issue of certificates of authorisation by him to suitable persons 
or cooperative bodies to grade and mark commodities on the basis of the 
standards so laid down. Grade standards have been laid so far for 90 
commodities. Grading under the above Act, is, however, voluntary and per¬ 
missive. In respect of certain commodities exported abroad, grading has 
been made compulsory through a ban on the export of ungraded produce 
in respect of those commodifies under the Custom Act 1962. Grading is 
now compulsory in respect of 34 commodities for export. 

Grading Progress 

2.19. Much progress has, however, not been made in regard to scientific 
grading. During the year 1964-65, the total value of agricultural produce 
graded and marketed for internal consumption was only Rs. 50 crores, while 
that for export was Rs. 58.33 crores. Wi h a view to helping the producer 
to obtain a better return for his produce and also to ensuring quality pro¬ 
ducts to the consumer, the 'Herd Plan envisaged the establishment of grad¬ 
ing units, comprising of a trained grader and facilities for analysis of farm 
produce at all important regulated markets, cooperative marketing societies 
and warehouses. Under this scheme, as on 31st March 1966, 356 grading 
units with trained graders and assessors, equipped with miniature analytical 
laboratories and standard samples, sieves etc., have been set up, of which 
196 were in regulated markets, 131 in marketing cooperatives and 29 in 
warehouses. The produce brought by each farmer to any of these centres 
is examined by the grader and the appropriate grade assigned to it. If the 
produce requires cleaning or drying, suitable advice is given to the farmer 
to rehandle it. In regulated markets and cooperative marketing societies, 
facilities are also provided for such handling. About 51 agricultural com¬ 
modities, including cereals, pulses, kapas (seed cotton), chillies, paddy, 
tobacco, groundnuts, arecanuts, cashew-nuts, potatoes, cardamom etc., have 
been covered under this scheme. While these efforts will no doubt help the 
big farmers who bring their produce to the ‘mandis’, the large number of 
small growers who sell their produce at the village level, do not, however, 
derive any benefit. 

With a view to demonstrating the advantages of grading at the farmers’ 
level, two pilot experiments were started by the Directorate of Marketing and 
Inspection—one for ‘kapas’ (unginned cotton) at Hubli (Mysore) and the 
other for flue-cured Virginia tobacco at Ongole (Andhra Pradesh), both 
through marketing cooperatives. 

Market Intelligence 

2.20. In pursuance of the recommendations of various Committees, an 
“Integrated scheme for improvement of market intelligence” has been formu¬ 
lated and is bcinr implemented by the State governments in cooperation with 
the Directorate of Economics and Statistics, Government of India. Under 
the scheme, arrangements have been made for collecting daily prices and 
other market information and broadcasting the same from the nearby Radio 
Station in the region. About 537 wholetime price reporters and 214 super- 
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visory staff have so far been employed for the purpose. At present, the 
Daily Market News Bulletin is being broadcast in regional languages daily 
in the evening from almost all the regional stations of All-India Radio as 
part of the rural programmes, which are specifically meant for rural folk, 
including farmers. The bulletins contain wholesale prices for different 
varieties and qualities of agricultural produce both in their raw and process¬ 
ed forms, and the trend of market arrivals of important agricultural commo¬ 
dities in the important consuming and terminal markets falling within the 
listening range of the All-India Radio Station concerned. The wea’her and 
crop conditions, the trends of wholesale prices and market arrivals and the 
regulatory measures taken by the government are also reviewed every week 
under the ‘Weekly Market Review’ broadcast in the regional languages from 
the regional Radio Stations in their rural programmes. Apart from these 
broadcasts, notice boards have also been set up in important markets to 
display the day’s prices and market arrivals of important agricultural com- 
dities prevailing in those markels as also in the nearby local markets. Un¬ 
official handouts are also issued to local newspapers containing the day’s 
prices of important agricultural commodities. Further, arrangements have 
also been made to prepare and distribute, amongst the rural institutions like 
panchayats, Community Development Blocks, etc., ‘Weekly Market News 
Bulletins’, in local languages giving factual data on market intelligence as 
obtained during the week. 

Impact on small producers 

2.21. While these efforts have, no doubt, assisted the larger farmers to 
know the price trends, most of the smaller farmers have not been benefited 
much for varying reasons, such as illiteracy, absence of radios in many of 
the villages, etc. Further, the prices announced are mostly those prevailing 
in the terminal markets and they are not converted into quotations based on 
local sale units with allowance for transport and other marketing costs. 
Besides these, the absence of uniform quality standards prevents strict com¬ 
parisons of value between markets. Most of the market news is thus only 
helpful to the traders and the bigger farmers of commercial crops. As a 
result, the smaller farmer continues to depend for such information on the 
village merchant or one neighbours who have visited the local market. 
Another practical difficulty is that most of the markets are not well organised 
and systematic recording of demand and supply information and market 
price quotations become difficult. 

2.22. In the above account on marketing in India we have naturally 
highlighted the defects from which it suffers. This should not be taken to 
mean that these de'ects and malpractices permeate the entire marketing 
system for each commodity in all places and at all times. The very fact 
that traders are often able to offer a staff competition to the marketing co¬ 
operatives, would indicate that the prevalent marketing practices are not 
uniformly and universally exploitative or inefficient. In the ultimate analysis 
the superiority of marketing cooperatives, which are expected to eliminate 
the defects and malpractices in marketing, will lie in their ability to offer a 
better service, if not a better price for the farm produce, than offered tradi¬ 
tionally by the trader. 



Chapter HI 


NEED FOR COOPERATIVE MARKETING 
OF AGRICULTURAL PRODUCE 

Cooperative marketing—its objectives 

3.1. The main object for which growers organise a cooperative market¬ 
ing society is to enable them to market their produce to their best advan¬ 
tage and for this purpose to streamline the whole process of movement of 
goods to the consuming markets. Marketing societies can adopt a variety 
of methods to achieve this objective. They can provide credit to members 
on the security of their produce and thus give them the necessary holding 
power; they can arrange for the storage of their produce; they can introduce 
the system of grading of produce which results in better prices; they can 
introduce the system of pooling of produce; they can export the produce to 
foreign countries and perform all other functions as may be conducive to the 
better marketing of produce. 

Cooperative marketing in foreign countries 

3.2. Among the variety of fields in which the cooperative movement has 
developed in foreign countries, cooperative marketing has an important 
place. In Japan, for example, 96 per cent of the rice delivered to govern¬ 
ment is accounted for by cooperatives; cooperatives also handle more than 
80 per cent of the wheat arrivals in the market and 50 per cent of the 
potatoes. 

In Yugoslovia, cooperatives handle 90 per cent of the vegetables, 68 
per cent of the cereals, 70 per cent of the livestock and 89 per cent of the 
medical herbs produced in the country. In Israel, cooperatives handle about 
73 per cent of the country’s total agricultural produce and 90 per cent of 
the citrus exports. In Canada, about 50 per cent of the farmers belong to 
marketing cooperatives and more than 35 per cent of the farm income passes 
through them. Marketing cooperatives handle 70 per cent of the wool, 60 
per cent of the grains, 32 per cent of the livestock, 30 per cent of the dairy 
products and 15 per cent of eggs and poultry produced in that country. 

In France, there are 1,000 marketing cooperatives with a membership 
of one million and they handle about 80 per cent of the marketable surplus 
of wheat. In Finland, cooperatives handle about 50 per cent of the agricul¬ 
tural trade. 

In U.S.A., there are 5,700 local marketing societies and 587 regional 
marketing societies, with a membership of four million and their total volume 
of annual business amounts to about 6,000 million dollars. The cooperatives 
handle 90 per cent of the fruits and vegetables, 95 per cent of dry fruits and 
40 per cent of rice produced in the country. In Germany, cooperatives 
handle about 40 per cent of grain and 30 per cent of fruits and vegetables.* 

Cooperative marketing has thus become a part of the daily life of the 
farmers in these countries. A memorandum submitted by the Cooperative 

•Cooperation in India (1965), Ministry of Community Development & Cooperation. 

P. 55. 
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Union of Canada to the Royal Commission on Price-spreads observed, “It 
seems hardly necessary to plead the case of marketing cooperatives. For 
many years they have been a part of the rural scene, which many farmers 
simply take for granted in the same way as thousands of urban workers 
value their labour unions as an essential part o; life. To many rural people, 
marketing cooperatives are simply a necessary extension of the farm 
business."* 

Need for cooperative marketing 

3.3. The need for cooperative marketing arises from a variety of factors. 
These factors are, in the first instance, connected with the defects and mal¬ 
practices in the existing system of agricultural marketing, particularly in 
conditions obtaining in India to which reference has been made in the 
previous chapter. The effect of these malpractices is further aggravated by 
the fact that a large number of cultivators in the country is indebted to the 
traders, who are often money-lenders as well. Describing the powerful 
position of the trader-c’«m money-lender, the All-India Rural Credit Survey 
Committee remarked that : 

“Often enough, the cultivator’s position is that of having to bargain 
if he can, with someone who commands the money, commands, 
the credit, commands the market and commands the transport.” 

In the circumstances, the principal hope of a producer lies in organising 
cooperative societies and thereby joining hands with his fellow-producers 
to undertake the preparation, purchase and sale of various agricultural com¬ 
modities to his best advantage and to perform all other connected functions 
as may be conducive to better production and better business. The Royal 
Commission on Agriculture in India (1928) rightly remarked that: 

“until the agriculturist realises that as a seller of produce he must 
study the art of sale either as an individual or through combi¬ 
nation of other producers, it is inevitable that he should come 
off second best in the contest with the highly specialised know¬ 
ledge and the vastly superior resources of those who purchase 
his produce.” 

3.4. Justification for cooperative marketing does not merely depend 
upon the exacting and acquisitive propensities of the traders. Cooperative 
marketing of agricultural produce, if efficiently carried out, should help to 
reduce the price spread between the producer and the consumer and thereby 
ensure a better return to the primary producer, without at the same time 
affecting the interests of the consumers. If the various marketing functions, 
such as assembling, grading, pooling, processing, storage, financing, insuring, 
standardising, sale, transportation and export are performed by the growers 
themselves on cooperative basis, they will not only secure considerable 
financial benefit but also acquire a business oriented outlook, and thus 
achieve the desired breakthrough in the conservative agricultural attitude. 

3.5. When necessary, cooperative marketing organisations can also 
withstand the monopolistic tactics of the pressure groups of consumers. As 
pointed out in a publication prepared by the Food and Agriculture Organi- 

•Coopcration in India (1965), Ministry of Community Development & Cooperation 
P. 55. 
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sation of the United Nations*, “a cooperative, by bargaining for all of its 
members, can exert more control over the prices of their produce and can 
thus offset monopolistic power in the hands of the buyers, and obtain 
advantages not attainable if individual members sell independently.” The 
publication goes on to say that a cooperative “can often differentiate sale of 
produce and it can stimulate demand by advertising and other means that 

would be uneconomical for the individual member alone.At the 

minimum, it should be able to increase the bargaining power of the producers 
and recapture for them part of the value of the product that was being 
diverted into monopolistic profits.” The basic principle of cooperative 
marketing is, therefore, to strengthen the position of the primary producers 
by increasing their collective bargaining power. 

3.6. There is need for cooperative marketing even in normal market 
conditions as a means for disciplining the private trade. Marketing co¬ 
operatives, as organisations of the farmers, owned and managed by them¬ 
selves on democratic principles, are also desirable as a form of distributive 
system in a socialistic pattern of society. Advantages of cooperative market¬ 
ing becomes more apparent if and when the market conditions deviate from 
healthy practices and various undesirable forms of speculation are resorted to. 
If the cooperative marketing of agricultural produce develops on a larger 
scale, it will have a healthy impact on the market trends and thus help in 
the stabilization of prices. However, the possibility of cooperatives them¬ 
selves becoming a pressure group demanding unjustifiably high prices, 
needs to be watched and suitable safeguards have to be provided against 
any such development. 

3.7. Promotion of cooperative marketing deserves high priority, not 
merely because cooperative marketing is desirable as such, but also because 
it is an essential pre-requisite for the large-scale expansion of cooperative 
credit envisaged, particularly in view of the present shift in the emphasis from 
land to crops as the main security. Cooperative marketing societies are not 
only expected to ensure a better return to the farmer on the produce raised 
by him after taking loans from cooperative sources, but can aJso provide a 
built-in mechanism for the recovery of production credit. These societies can 
act as agents for the recovery of loans advanced by cooperative credit so¬ 
cieties and thereby bring about the necessary linkage between cooperative 
credit and marketing. The success of the cooperative credit programme also, 
thus depends, largely on the development of cooperative marketing. 

3.8. Cooperative marketing is also desirable on account of its highly 
educative influence. On this point, one cannot do better than to quote the 
Cooperative Planning Committee (1945) :— 

“No influence is so important in the economic education of fanners 
as their own efforts in cooperative marketing. The very 
attempt on the part of farmers to solve their problems teaches 
them basic economic truths. The operation of cooperative 
marketing organisation teaches farmers that agriculture is 
primarily a form of business. Cooperative marketing also teaches 
farmers that the problem of marketing is closely related to the 
problem of production. The marketing organisations have 


♦Marketing Problems & Improvement Programmss (1958) F. A. O. U. N. P. 132. 




found from experience that the demand for agricultural pro¬ 
ducts is increased by an improvement in production methods 
which results in products of higher quality. Again, when 
farmers, themselves undertake marketing programmes, they 
become familiar with practices which greatly reduce the 
economic value of their produce. Cooperatives also serve an 
important function in supplying information on the many 
factors which affect the economic status of fanners.” 
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HISTORY OF THE GROWTH, PRESENT ROLE AND PROGRESS OF 
COOPERATIVE MARKETING IN INDIA 

History of growth of cooperative marketing in India 

41 .I. The cooperative movement in this country was sponsored officially 
with the passing of the Cooperative Credit Societies Act of 1904, which 
provided for the organisation of primary credit societies only. In 1912, a 
more comprehensive Cooperative Societies Act was passed to facilitate the 
organisation of non-credit societies, including marketing societies. In spite 
of this enabling legal provision, not much enthusiasm in the orderly growth 
of cooperative marketing was evinced either by the growers or by the 
government. However, all important Commissions or Committees appoint¬ 
ed for the development of agriculture and banking stressed the need for the 
development of cooperative marketing. As early as 1915, the Maclagan 
Committee on Cooperation made a reference to cooperative societies for the 
sale of produce in the following words : 

“Among agricultural societies for purposes other than credit, the 
outstanding types are those for the sale of produce and for 
cattle insurance. The former are at present chiefly found 
in Burma and combine with credit business, the sale of paddy 
and groundnuts on behalf of their members direct to wholesale 
dealers at Rangoon. An objection has been raised before us 
by persons interested in the export trade that such societies 
are likely to raise prices as against the merchant and the 
consumer, but we have found no evidence in support of this 
view. On the contrary, by the elimination of unnecessary mid¬ 
dlemen, the profits, which previously went to them, became 
available for division between the agriculturist, the merchant, 
and the ultimate consumer. The removal of such agents as 
are merely parasitic means more rapid business, a quicker 
turnover and a better understanding between the wholesale 
purchaser and the producer of the crop. These features are 
noticed because they would probably characterise any societies 
that may be similarly organised hereafter to deal with the 
wheat or jute trades in India.” 

4.2. Thirteen years later, the Royal Commission on Agriculture (1928), 
while endorsing the emphasis on cooperative credit as a first step to other 
activities, recorded that, 

“Group marketing must be more efficient than marketing by indivi¬ 
duals, especially in conditions such as those which exist in 
India where the individual producer is such a small unit. The 
ideal to be aimed at is, therefore, cooperative sale societies 
which will educate the cultivator in the production and prepa¬ 
ration for market of his produce and will provide sufficient 
volume of produce to make efficient grading possible and will 
bring the Indian producer into direct touch with the export 
market and with the large consumers in this country.” 

4.3. In the year 1931. a team of foreign experts attached to the Indian 
Central Banking Enquiry Committee emphasised that the question of orga¬ 
nised marketing was of far greater national importance than that of deve- 

20 
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loping rural credit. To supply the credit requirements of the ryot was no 
doubt important, but not so much as it was to cure the diseases from 
which the indebtedness of the ryots arose. One of the malaises from which 
the farmers suffered was the lack of opportunities to sell profitably the 
produce raised by them and consequently there was no stimulus to greater 
production. 

The eleventh Conference of Registrars of Cooperative Societies held 
in 1934 recommended that “the expansion of cooperative sale societies is 
essentially desirable as profits from agriculture are dwindling.” 

4.4. The importance of cooperative marketing was also recognised by 
the Reconstruction Committee (1945) of the Viceroy’s Executive Council 
in their Report on Reconstruction Planning in the following words :— 

“The cooperative movement has hitherto been a predominantly 
credit structure designed to relieve rural indebtedness and 
provide the agriculturists with cheap and timely finance. It 
has, however, only touched the fringe of the problem of agri¬ 
cultural credit and it is necessary to link it up more actively 
with production, marketing, distribution and consumption. The 
societies should also take steps to encourage thrift and savings 
amongst their members. 

The village society should teach its members to clean and grade 
their produce, so that it can be sold in bulk. This should then 
be sold to or through a marketing society. There should be 
such a society at each important trade centre, to which the 
village societies in the surrounding area should be affiliated. 
It should have the necessary godown accommodation and com¬ 
petent inspecting staff. The marketing societies on which, in 
turn, should be super-imposed, wherever, possible, a provin¬ 
cial marketing organisation and also an all-India organisation 
at the top. These might be on a commodity basis. 

Alongside this chain of marketing societies there should be consu¬ 
mers’ stores operating in all important urban areas and large 
rural centres. These stores should be banded together 
under district wholesale societies. This linking of production 
and consumption through marketing of aTricultural produce 
lends itself peculiarly to treatment by cooperative means.” 

The recommendations were endorsed by the Marketing Sub-Committee of 
the Reconstruction Committee under the Chairmanship of late Sir T. Vija- 
yaraghavaoharya (1945). 

Limited progress of cooperative marketing in the pre-independence era 

4.5. Inspite of these recommendations, however, cooperative market¬ 
ing continued to remain a neglected subject for a long time, the govern¬ 
ment and the cooperators being pre-occupied with the development of co¬ 
operative credit only. This was perhaps inevitable in the then background 
of the acute problem of rural indebtedness. Cooperative marketing of ami- 
cultural products, had, however, made some progress in India prior to 1947, 
chiefly in the then States of Madras, Bombay, United Provinces, Punjab 
and to a limbed extent in Central Provinces and Berar. Bengal, Coorg, 
Baroda and Mysore as indicated below :— 

4.6. Madras .—At the end of 1943-44, there were in the composite 
Madras State, 181 primary marketing societies, 5 marketing federations and 
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a provincial marketing society. These societies issued loans to the extent 
of Rs. 139.18 lakhs on pledge of produce and sold produce such as paddy, 
groundnut, cotton, potatoes, etc., worth Rs. 147.02 lakhs during 1943-44. 
The state government encouraged the marketing societies and rural co¬ 
operative credit societies to construct their own godowns by offering long 
term loans to the extent of seventy five per cent of the cost and grants to 
the extent of twentyfive per cent. At the end of 1943-44, 28 marketing 
societies owned 37 godowns. 

4.7. Bombay .—-In the erstwhile Bombay State, there were 142 co¬ 
operative sale societies and a provincial marketing society at the end of 
1942-43 dealing in cotton, fruits, vegetables, chillies, areca .ut, paddy, etc. 
The total value of sales effected by them amounted to Rs. 281.5 lakhs, of 
which the cotton sale societies at Gadag, Hubli and those in Surat and 
Broach districts accounted for Rs. 68.41 iakhs. 

4.8. United Provinces .—In Uttar Pradesh in 1942-43, there were 116 
marketing unions and a federation for the sale of wheat, barley, pulses, 
oil-seeds, hemp, tobacco, etc. There were also 727 ghee marketing socie¬ 
ties and 8 unions which handled ghee worth Rs. 3.54 lakhs. Achievement 
was spectacular in the marketing of sugarcane. There were 86 central 
cane unions and 1,117 primary societies covering 17,325 villages. Over 80 
per cent of the 16 croreS' maunds of sugarcane used in sugar factories was 
being supplied by these unions and societies. The government had made it 
an offence for a sugar factory to purchase sugar-cane from a member of a 
society direct. 

4.9. Bihar .—Bihar had also organised cane development and supply 
societies exactly on the same lines as in the United Provinces. The quantity 
of cane marketed through them in 1942-43 was 90.36 lakhs maunds. 

4.10. Punjab .—At the end of 1943-44, there were 37 sale societies and 
commission shops in the Punjab. These socieites sold agricultural produce 
worth Rs. 78 lakhs during that year. 

4.11. Cooperative marketing had also, to a limited extent, made progress 
in other provinces like the Central Provinces and Berar and Bengal and 
also in Coorg, Baroda and Mysore.* 

4.12. In 1945, the Cooperative Planning Committee recommended that 
within ten years, twentyfive per cent of the total annual marketable surplus 
should be sold through cooperative oragnisafions and that for this purpose, 
a marketing society should be organised in each of the then 2,000 ‘mandis’ 
in the country, roughly at the rate of one society for a group of 200 villages, 
to undertake grading, pooling, processing wherever necessary and sale of 
agricultural produce to the best advantage of the growers. The Committee 
also emphasised the need for an effective link between cooperative credit and 
marketing and also for government subsidies to the marketing societies for 
the first five years to meet their managerial cost. No planned effort, how¬ 
ever, seems to have been made to implement these recommendations. Only 
a few sporadic attempts were made to organise cooperative marketing of 
agricultural produce and those also with limited success. A few marketing 
societies which attained some success in supplies and distribution work dur¬ 
ing the period of controls emerged as small and weak units after decontrol. 
The position was no better in the field of cooperative processing. 


*Report of Cooperative Planning Committee (1945), pages 61-62. 




23 


Position during First Five Year Plan 

4*. 13. After the attainment of independence, the country launched upon 
a programme of planned development with the object o building up by 
democratic process a rapidly expanding economy and a social order based on 
justice and equality for all. Five Year Plans recognised the cooperative 
sector as a balancing factor between the private sector and the public sector. 
The First Five Year Plan recognised ‘Cooperation’ as an eilective instru¬ 
ment of democratic planning, combining initiative, mutual benefit and social 
purpose, and fixed specific targets .or agricultural credit. However, in respect 
of cooperative marketing, the Plan merely enjoined that it should be en¬ 
couraged in ail possible ways and that cooperatives should be given prefer¬ 
ence in die matter of issue of licences and grant of other facilities. The Plan, 
while stressing the importance of the ‘progressive socialisation of agricul¬ 
tural marketing and of processing industries in the rural areas through the 
agency of cooperatives’, did not formulate any specific targets for expan¬ 
sion of cooperative marketing. During most of the First Plan period, 
therefore, cooperative marketing continued to remain more or less a neglect¬ 
ed field. The value of agricultural produce marketed by all cooperatives 
during the year 1955-56 was thus only 53 crores as against Rs. 47 crorcs 
during 1950-51. 

4.14. The Committee of Direction of All-India Rural Credit Survey 
found the position in regard to cooperative marketing extremely unsatisfac¬ 
tory. Although the movement had made some progress in a few States like 
composite Bombay and Madras, its total effect on the economy of the 
country was hardly perceptible. Within the orbit of its activity, small as 
that was, the marketing societies had played a minor role compared even to 
credit, which itself was still struggling at a very low level of performance. 
The Committee found that in only five out of 75 districts surveyed by them, 
did the produce sold through cooperatives exceed one per cent of the total 
sales through all agencies. The private trader dominated the rural economy. 
Trade followed the channels of credit and was largely in the hands of private 
interests, who controlled both the sources of credit as well as the disposal of 
produce, the Committee of Direction of the Survey described the situation 
as follows :— 

“A few—very few—fairly successful cooperative marketing societies 
there do exist in India, some of these may be significant pointers 
to the lines on which future progress is possible; but, as a 
present contribution towards bringing about a system in which 
marketing is by the cultivator and for the cultivator, the part 
which they occupy in the total picture is wholly insignificant. 
All the cooperative marketing societies of India put together still 
fail to catch one’s attention as anything important, lacking in 
this respect, even that purely numerical impressiveness which, 
on paper, credit societies manage to marshal between them¬ 
selves. The few fairly successful ones occur here and there in 
Bombay—Gujarat, Bombay—Karnatak, and Uttar Pradesh. 
The total number of all types of marketing societies registered is 
roughly over 10,000, of which those in Uttar Pradesh, Bihar, 
Madras and Bombay constitute about 96 per cent. There were 
21 state cooperative marketing societies, 1885 marketing unions 
and more than 8000 primary societies in 1951-52, There is 
little by way of effective coordination of function between the 
primary credit and marketing societies. Very often, the credit 
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society, when advancing loans to cultivators, does not stipulate 
that the produce should be sold through the marketing society, 
if one exists in the village. The financial position of the 
marketing societies at the district level is, in the majority of 
cases, poor. Lack of godowns of their own is one of the dis¬ 
advantages which curtail their ability to compete with the 
trader. It follows that little is, or can be, attempted by way 
of pooling, grading and processing of the members’ produce.” 

Integrated scheme of Rural Credit 

4.15. The Committee of Direction of the Survey also found overwhelm¬ 
ing evidence to show that the bulk of the sale of produce by the cultivators 
took place in the village itself and that the lack of facilities for storage and 
of finances for holding the stock for a better price were mainly responsible 
for this. The Rural Credit Survey Report attributed the weakness of Indian 
cooperative sector to two main factors. One was the wholly unequal compe¬ 
tition with which, in Indian conditions, cooperatives were faced. The other 
was the entirely inadequate financial and technical resources with which they 
faced that competition. The Committee felt that these defects could be 
remedied if the cooperative movement was able to provide the institutional 
framework so essential for facilitating the extension of rural credit amongst 
the farmers and developing their economic activities, mainly in the sphere of 
marketing and processing of their agricultural produce. Against this back¬ 
ground, and in the conviction that there was no alternative but to make co¬ 
operation a success, the Committee formulated what they described as an 
‘integrated scheme of rural credit’. The main features of this scheme, in so 
far as they affected cooperatives, were state partnership at different levels 
and development along with credit, of other economic activites affecting the 
farmers, namely marketing, processing, warehousing and storage of their 
agricultural produce. Progressive -development of marketing societies having 
a link with credit societies at village level formed the central point in the 
integrated scheme of rural credit. 

Concept of State partnership in cooperatives 

4.16. The concept of State partnership in cooperatives rested on the 
postulate that unless, at the very start, there was a minimum of financial 
resources at the disposal of the society, it would never get going, let alone 
become successful; and to the extent this minimum was lacking, the State 
should step in as a partner and make up the gap. The All India Rural 
Credit Survey Committee realised that the cooperative institutions created to 
handle marketing and processing should be such as to be effective against 
the competition and opposition of private trade and other interests. This 
could be so only if they were sufficiently big uni's having adequate financial 
resources, technical know-how and optimum conditions for their effective 
working. None of these, it was expected, could be had from the internal 
resources of the cooperative structure. Hence, the Committee felt that it 
was imperative that these institutions should be helped from outside. It was 
the Committee’s view that only the State could be in a position to provide 
such help, if it were to be of the requisite magnitude and of a type which 
enable the institutions to withstand the pressure of vested interests. State 
partnership at different levels, to the extent needed, was, therefore, suggested 
as an integral part of the scheme of integrated rural credit. 



25 


National Co-operative Development and Ware-housing Board 

4.17. In order to facilitate such partnership which, in financial terms, 
implied an investment of several crores of rupees by each State government 
in the share capital of its cooperative credit, marketing and processing insti¬ 
tutions and rendering other aid, suitable agencies had to be created. The 
agency for providing institutional framework for extension of cooperative 
credit was already in existence, namely the Reserve Bank of India. No agency 
however, existed for the development of the allied programme of extension 
of cooperative marketing and processing. The Committee, therefore, recom¬ 
mended the setting up of a National Cooperative Development and Ware¬ 
housing Board by the Government of India to plan and promote programmes 
for the production, processing, marketing, storage, warehousing and import 
and export of agricultural produce through cooperative societies with 
financial aid from the Central Government. 

Targets for cooperative marketing laid by State Cooperation Ministers Con¬ 
ference, 1955 

4.18. The State Ministers’ Conference on Cooperation held in New Delhi 
in April, 1955, discussed these recommendations of Rural Credit Survey 
Committee in further detail and laid down definite targets for the expansion 
of the movement in several directions. Each State government was exhorted 
to draw up plans for the establishment of marketing societies which would 
cover every important mandi in the State by the end of 1960-61. The long¬ 
term goal was to be the organisation of rural business on a cooperative basis 
in such a way that within 15 years, 50 per cent of the total business credit, 
marketing and processing, e'c., would be cooperative. By the end of 1960- 
61 it was hoped that at least 10 per cent of the produce sold! in every mandi 
would be handled by the marketing society at the mandi. 

Hyderabad and Jaipur Conferences on Marketing and Cooperation 

4.19. The position was further reviewed by the two Conferences on 
marketing and cooperation held in Hyderabad in November, 1955 and in 
Jaipur in February, 1956. which made detailed recommendations for the 
development of cooperative marketing, storage and processing. The Con¬ 
ferences urged that steps should be taken to set up marketing socie'ies even 
in advance of credit societies, particularly in view of the fact that credit 
societies in future will be lending, in a large measure, against anticipated 
crops and such loans will have to be recovered through cooperative market¬ 
ing societies. A well-defined programme of coordinated activity on the part 
of credit and marketing societies was laid down according to which the 
credit society would be responsible for the supply of production loans and 
will act as a feeder to the marketing society, and the marketing society, in 
turn, will sell the produce and act as a recovering agent for the credit co¬ 
operative. Arrangements were to be made to ensure that every agriculturist 
member of a credit society who borrowed, money, will be required to sell 
his produce through the marketing society. The work of construction of go- 
downs was to be expedited. The functions of the apex and the primary 
marketing societies were to be well coordinated, and for this purpose, the 
primary societies were to send prescribed returns to the apex body giving 
information about local sales, prices, arrivals, stocks, etc., and the apex 
bodies, in turn, were to actively assist the primary societies in the sale of 
their produce. 
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4.20. Definite recommendations were also made in regard to the pro¬ 
vision of services ancilliary to marketing, such as the establishment of regu¬ 
lated markets, organisation of processing activities on Cooperative lines, 
arrangements for grading and standardisation of agricultural produce and 
the appointment of necessary supervisory agency for the purpose, operation 
of transport services with preference to cooperatives, establishment of ware¬ 
houses, and last, but not the least, provision of suitable arrangements for 
the training of the personnel required to manage and administer marketing 
societies, credit societies and the warehouses to be established under the 
scheme. These recommendations have formed the basis of the programme 
for cooperative development include in the Second Five Year Plan. 

Programme under the Second Plan 

4.21. The Second Five Year Plan placed considerable emphasis on the 
development of cooperative marketing. It laid down that “the primary 
consideration for the development of agricultural marketing is to re-organise 
the existing system so as to secure for the farmer his due share of the price 
paid by the consumer and subserve the needs of planned development. To 
achieve these objects, malpractices associated with buying and selling of 
agricultural produce have to be eliminated, arrangements made for the 
efficient distribution of marketable surpluses from producing to consuming 
areas and cooperative marketing has to be developed to the maximum extent 
possible. Rural marketing and finance have to be integrated through the 
development of marketing and processing on cooperative lines.” The Plan 
envisaged the organisation of 1800 primary marketing societies in important 
‘mandis’ and an apex marketing society in each State as a central organi¬ 
sation to coordinate the activities of the primary societies. It was also 
envisaged that cooperatives would be able to handle about ten per cent of 
the marketable surplus by the end of the Plan. Financial assistance from 
the Government by way of (a) State participation in share capital, (b) sub¬ 
sidy towards the cost of managerial staff in the initial stages was also provid¬ 
ed to the marketing and processing societies under the Plan. 

Achievements during Second Plan 

4.22. During the Second Plan period, 1869 primary marketing societies 
were either organised or reorganised and apex marketing societies were set 
up in all the States, except in Jammu and Kashmir. A National Agricultural 
Cooperative Marketing Federation was also set up to promote inter-state 
and all on trade and to coordinate the activities of apex marketing societies 
and also to provide market intelligence to them. In addition, a number of 
marketing societies came in'.o being outside the plan programmes, most of 
which were specialised single commodity societies, such as for fruits and 
vegetables, plantation crops, etc. Thus by the end of the Second Plan, 
there were 24 apex marketing societies, 171 central marketing societies and 
3108 primary marketing societies in the country. As far as organisation of 
marketing societies was concerned, the target of the Second Plan was exceed¬ 
ed and at. the end of the Plan there was a net work of primary' marketing 
societies at the mandi level, apex marketing societies at the State level, and 
a National Federation at all India level besides district/regional marketing 
societies in a few States. 

4.23. The Second Plan had also visualised that by the end of the Second 
Plan period, the cooperatives should be able to handle about ten per cent 
of the marketable surplus. There are a number of difficulties in assessing 
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the percentage of the marketable surplus handled by cooperatives. Authen¬ 
tic information about the value of marketable surplus in various States was 
not available. No uniform procedure was adopted by the States while 
classifying the marketing societies and also while indicating the value of 
agricultural produce sold. As the value of consumer goods sold by some 
marketing societies was also included under ‘sale of agricultural produce’, 
it has not been possible to correctly assess the business operations of the 
marketing societies strictly in respect of agricultural produce. 

4.24. Subject, however, to these limitations, in absolute terms, it has 
been estimated that the cooperatives handled agricultural produce worth 
Rs, 174 crores at the end of the Second Plan period. Though, by itself, this 
figure may be impressive and represents a substantial increase in the market¬ 
ing operations of cooperatives during the Second Plan period, yet, the 
progress cannot be said to be satisfactory, as nearly 50 per cent of the total 
value of agricultural produce marketed was represented by sugar-cane 
which is marketed under a legal compulsion. Further, we are not sure as 
to how far has been avoided in arriving at this figure. Even taking the entire 
figure of Rs. 174 crores, it represented only a negligible fraction of die total 
marketed surplus of agricultural produce. The following figures will show 
the progress in this regard.* 



Year 

(Rs. 

Value of Agricultural 
produce marketed 

Sugarcane Other crops 

in Crone.') 

Total 


! 

2 3 

4 

1950-5! 


29 18 

47 

1955-56 


33 20 

53 

1960-61 

. 

84 90 

174 


The following figures indicate the value of the different crops marketed 
by cooperatives at various levels during 1960-61 :—** 

Value of 

Crops produce 

marketed- 
during 
1960-61 
(Rs. in crores) 


1. Pood grain s .......... 24 

2. Sugarcane .......... 83 

3. Cotton ......... 20 

4. Groundnut .......... 7 

5 Plantation crops(arecanul, coconut,cashewnut, pepper, ginger,cardamom) 6 

6. Other crops .......... 34 

Total. 174 


•Cooperation in India {1965;. Ministiy of Community Development & Coopers tier 
Page 6(5. 

♦♦Cooperation in India (1965), Ministry of Community Development & Cooperation, 
Page. 66. 
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Uneven development in different regions 

4.25. There has thus been a steady upward trend in the progress of 
cooperative marketing in the Second Plan period. The progress has, how¬ 
ever, been uneven between different States. To a certain extent this uneven 
development in the field of cooperative marketing appears to be an accom¬ 
paniment of similar uneven development in the field of cooperative credit. 
Six states, viz., Maharashtra, Uttar Pradesh, Punjab, Gujarat, Madras and 
Mysore accounted for more than 80 per cent of the sales undertaken by the 
marketing societies of various kinds. In certain States, significant progress 
was made in regard to particular agricultural commodities, e.g. cotton in 
Gujarat, foot-grains in Uttar Pradesh. While the level of development of 
cooperative marketing varied between different States, there was also con¬ 
siderable variation between different marketing societies within the same 
State. Thus in Rabi 1960 in Uttar Pradesh out of the total of 112 marketing 
societies, six societies handled more than 50 per cent of the total arrivals 
of food-grains in the respective mandis, 40 societies handled more than 30 
per cent but less than 50 per cent, 20 societies handled between 20 and 30 
per cent but 31 societies handled 10 to 20 per cent and the remaining 
societies handled below 10 per cent. 

4.26. Similarly in Punjab, out of 127 marketing societies studied, one 
society handled more than 50 per cent of the total arrivals of foodgrains in 
the mandi, 5 societies handled between 30 and 50 per cent, 7 societies 
between 20 and 30 per cent, 13 societies between 10 and 20 per cent, 21 
societies between 5 and 10 per cent while the remaining about 80 societies 
handled less than 5 per cent of the arrivals.* 

A large majority of the marketing societies did not undertake marketing 
activities as such, but were distributing fertilizers and other agricultural 
requisites in addition to advancing loans to the members against pledge of 
produce.** 

4.27. In pursuance of the recommendations of the Rural Credit Survey 
Committee, the Government of India established the National Cooperative 
Development and Warehousing Board on 1-8-1956 under an Act or Parlia¬ 
ment known as the “Agricultural Produce (Development and Warehousing) 
Corporation Act 1956”, for planning and promoting programmes for the 
production, processing, marketing, storage, warehousing and import and 
export of agricultural produce through cooperative societies. Central and 
State Warehousing Corporation were also set up for establishing warehouses. 

4.28. The National Development Council, in November, 1958, passed 
a resolution on cooperative policy. The resolution, among others, empha¬ 
sised the need for the development of cooperative marketing and processing 
with an effective linking with cooperative credit. Following the National 
Development Council resolution, a new Department of Cooperation was 
created at the Centre with the requisite staff in order to pay special attention 
to the subject of cooperative development. The Mehta Committee on Co¬ 
operative Credit (1960) also recommended, among others, that cooperative 
marketing should be intensified and organically linked with the credit pro¬ 
grammes. 

‘Study Team on Cooperative Marketing of Paddy (1962), NCDWB, P. 43-44. 

‘♦Report of the Working Group on Cooperative Development during III Five Year 

Plan (I960), p. 27. 
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Position of cooperative marketing at the end of the Second Plan 

4.29. The position with regard to the working of marketing societies at 
various levels at the end of Second Plan (1960-61) is given below : 


1960-61 


(Rs. in lakhs) 



State 

Marketng 

societies 

Central 

marketing 

societies 

Primary 

marketing 

societies 

(a) No. of societies. 

24 @ 171 

3,108 

No. of societies State-partnered 

15 

55 

1,680 

( b ) Membership — 




Societies ...... 

5,181 

16,277 

74,635 

Individuals ...... 

367 

73,499 

13,92,987 

(c) Total paid-up share capital 

Rs. 118 -41 

Rs. 121 -78 

Rs. 748 -66 

of which Govt, share capital 

Rs. 75 -11 

Rs. 34 -43 

Rs. 356 -20 

1960-61 


(Rs. in lakhs) 


State 

marketing 

societies 

Central 

marketing 

societies 

Primary 

marketing 

societies 

(d) Reserve and other funds 

. Rs. 169-18 

Rs. 323 01 

Rs. 421 -40 

(e) Working capital .... 

. Rs. 908 -65 

Rs. 1,034-35 Rs. 2,821 -33 


(/) Value of goods sold* 
As owners 
As agents 


. Rs. 1,875 00 Rs. 2,461 19 Rs. 4,120 -61 
. Rs. 1,917 -50 Rs. 666 -40 Rs. 4,491 -86 


Total 


Rs. 3,792 -50 Rs. 3,127 -59 Rs. 8,612 -47 


(g) Value of agricultural distributed requisites . Rs. 1,173-16 Rs. 1,027-69 Rs. 1,973 -55 

(A) No. of godowns owned .... 23 121 1,601 

(i) No. of societies which earned profit . . 16 106 1,665 


@Includes State Palm Gur Cooperative Federations in Andhra Pradesh, Madras 
and Rajasthan. Rajasthan Teleghani Sangh, Rajasthan Audhyogic Sang and the National 
Agricultural Marketing Federation. 


♦Includes consumer and 

miscellaneous goods sold:— 
State 

Central 

Primary 

As owners — 

Consumer goods 

75 -41 

799-80 

1,699-63 

Miscellaneous goods 

393-51 

1,125 -28 

1,044-70 

As agents'. 

Consumer goods 

323 -87 

146 -41 

125 -38 

Miscellaneous goods 

229 -57 

168 -70 

679 -93 


Source R.B.l. Statements, I960—61. 
LIDeptt of CD&C/66—2 
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Programme under the Third Plan 

4.30. The Third Plan stressed the importance of vigorous development 
of a large cooperative sector as an essential pre-requisite of a society based 
on democracy and socialism. It stated that “cooperation should become 
progressively the principal basis of organisation in branches of economic life, 
notably agriculture, minor irrigation, small industries in processing, market¬ 
ing, distribution, rural electrification, housing and construction and the pro¬ 
vision of essential amenities for local communities. Even the medium and 
large industries and in transport, an increasing range of activities can be 
undertaken on cooperative lines.” Development of cooperative marketing 
was given a place of special importance in the scheme of integrated rural 
credit envisaged in the Third Plan, not only because it was desirable as 
such, but because it was an essential pre-requisite for the envisaged large 
scale expansion of cooperative credit and agricultural production. The 
success of the cooperative credit programme would, to a very large extent, 
depend on the development of marketing societies, which will not only act 
as the channel for the recovery of credit extended by the service societies, 
but will also enable the farmer to get a better return for his produce and 
to plough back the surplus for increased agricultural production. 

4.31. At the commencement of the III Plan, a net work of primary 
marketing societies at most of the secondary markets and apex marketing 
societies at the State level, besides central societies at district/regional levels 
in a few States, had already been established. A National Agricultural 
Cooperative Marketing Federation had also been established. The main 
task was, therefore, to strengthen the marketing structure and also to set 
up marketing societies in areas not already covered during the Second 
Plan. Towards achievements of these objectives, the Third Plan envisaged 
the organisation of 544 new marketing societies. It also fixed a target of 
marketing agricultural produce worth Rs. 360 crores through cooperatives in 
the last year of the plan, which means roughly a doubling of their perform¬ 
ance at the end of the Second Plan. Arrangements were also made for 
providing financial assistance to marketing cooperatives by way of share 
capital contribution, loans and subsidy for construction of godowns, loans 
for establishing cold storage, subsidies for managerial cost and setting up 
of grading units, etc. 

Progress in the First Four Years of Third Plan 

4.32. Against the programme of organising 544 new primary marketing 

societies, 395 societies were organised in the first four years of the plan 
and it is anticipated that 90 more societies would be organised during the 
year 1965-66. By the end of the Plan, it is expected that 485 new societies 
would have been set up against the Third Plan target. As on 30th June, 
1964, there were 3,166 primary marketing societies of which 2,641 societies 
were general purpose societies, 94 cotton, 227 for fruits and vegetables, 
23 for arecanut, 14 for tobacco, 62 for coconut and 105 for other specialis¬ 
ed agricultural commodities. There were also 159 district marketing socie¬ 
ties, 20 apex marketing societies and a National Marketing Federation 
besides a National and 7 State level federations of cooperative sugar 
factories.* A regional federation dealing in plantation crops like arecanut, 
cardamom and pepper was also working with headquarters at Shimoga in 
Mysore State, mainly for furthering inter-state and export trade of these 
commodities. A State level federation for fruits and vegetable has also 
been organised in Gujarat recently^_ 

*R. B. T. Statistics, 1963-64. 
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Position as on 30-6-1964 

4.33. The position with regard to working of marketing societies as 
on 30-6-1964 is given below :—* 


As on 30-6-1964 


(Rs. in lakhs) 




State 

Central 

Primary 

No. of societies ..... 


20 

159 

3,166 

Membership— 

(a) Coop. Societies 

. 

4,939 

28,523 

1,30,567 

( b ) Individuals .... 

. 

998 

67,474 

17,85,078 

Share capital— 

Members. 

. 

52 -41 

121 -22 

528 -02 

Government .... 

• 

115-04 

62-89 

553 -76 

Total . 


167-45 

184-11 

1,081 -78 

Reserve & other funds .... 


220 -59 

393 -07 

644 -48 

Working capital. 

K .• 

1,447-70 

1,588 -77 

4,149 -47 

Value of sale of agricultural produce during 1963-64 

1,196-93 

1,105 -30 

8,261 -73 

Value of agricultural requisites distributed . 

. 

2,817-08 

3,346-32 

4,052 -86 

Value of consumer goods supplied 


2,017 -43 

2,574 -93 

5,356 -20 

No. of godowns 

(a) owned. 

. 

47 

213 

2,651 

(b) Hired. 


1,130 

1,899 

4,193 


Progress of Cooperative marketing in 1964-65 

4.34. During the year 1964-65, the cooperatives at all levels marketed 
agricultural produce worth about Rs. 301 crores as against Rs. 224 crores 
during 1963-64. The following table indicates the break-up of the value 
according to the types of cooperatives :—** 

(Rs. in crores) 


Types of cooperatives 

Value of 

agricultural produce marketed during 

1961-62 

1962-63 1963-64 

1964-65 

1 

2 

3 4 

5 


Marketing societies 

66 -47 

77 -04 

92-05 

146 -77 

Sugar-cane supply societies . 

61 -00 

38-55 

64-37 

73 -45 

Cooperative sugar factories . 

22 -40 

20-65 

34 -34 

40 -74 

Cotton ginning and pressing Socie¬ 
ties . 

12-96 

11 -08 

19-09 

17-75 

Other processing societies 

1 -71 

1 -22 

1 -21 

3-90 

Primary agricultural credit societies 

10-15 

11 -52 

12-70 

16 05 

Total 

174-69 

159-86 

223 -76 

300 -66 


The State-wise break-up of the above value during 1964-65 and the trend 
of progress in this regard State-wise may be seen at Annexures IX and X. 


*R.B.I. Statistics, 1963-64 

**Review of Cooperative Agricultural Marketing, Processing, Supplies and Storage— 
1964-65 (NCDC). 
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Commodity and state-wise progress, 1964-65 

4.35. Commodity-wise and State-wise break up of the value of agricul¬ 
tural produce marketed by cooperatives during 1964-65 may be seen in 
the table given below :— 


1964-65 


Name of State 

Food grains 

Sugarcane 

(Rs. in Lakhs) 
Other crops Total 

1 


2 

3 

4 

5 

Andhra Pradesh . 


91 00 

332-57 

330-68 

754-25 

Assam .... 


1,737 00 

23 -90 

69 -54 

1,830 -44 

Bihar .... 


47 -00 

550-75 

3 -80 

601 -55 

Gujarat .... 


240-00 

211 -81 

2,999 -05 

3,450 -86 

Jammu & Kashmir 


67 00 

. - 

15-47 

82 -47 

Kerala .... 


269 -00 

71 -38 

122-80 

463-18 

Madhya Pradesh 


854-00 


153 -46 

1,007 -46 

Madras .... 


1,639 -00 

360-00 

N.A. 

1,999-00 

Maharashtra 


1,789 -00 

2,125 -00 

2,486 -00 

6,400 -00 

Mysore .... 


490 -00 

375 -33 

1,147 -62 

2,012-95 

Orissa .... 


69 -00 

27-23 

56-37 

152 .60 

Punjab .... 


658 -00 

592 -28 

707 -59 

1,957 -87 

Rajasthan .... 


105 -00 


51 -00 

156-00 

Uttar Pradesh 


1,672 -00 

6,947 -66 

30-78 

8,656 -44 

West-Bengal 


166-00 


84-71 

250 -71 

Union Territories 

• 

21 -00 

•• 

269 -00 

290-00 

Total (1964-65) . 


9,914-00 

11,617-91 

8,533-87 

3.0065 -78 


Trend of progress 

4.36. Tables at Annexures XI and XII indicate the trend of progress of 
the working of the State apex and primary marketing societies. 

It may be seen from these annexures that the share capital of State 
level societies increased from Rs. 0.61 crores in 1957-58 to Rs. 1.67 crores 
in 1963-64. The government share contribution which increased from 
Rs. 0.40 crores in 1957-58 to = Rs. 1.15 crores in 1963-64 represents 69 
per cent of the total share capital. In a few States like Bihar, Assam, 
Kerala, Jammu & Kashmir, Mysore and West Bengal, the State’s share was 
over 90 per cent. The working capital increased from Rs. 4.42 crores 
to Rs. 14.47 crores during the above period. The value of agricultural 
produce marketed by these societies increased from Rs. 4.85 crores to 
Rs. 11.95 crores during the same period, while the value of agricultural 
production requisites and consumer goods distributed rose from Rs. 2.47 
crores and Rs. 3.99 crores (during 1960-61) to Rs. 28.17 crores and 
Rs. 32.27 crores respectively in 1963-64. It is thus evident that most 
of these societies have not fully undertaken actual marketing of agricul¬ 
tural produce, but were attending to distribution and supply functions. 
During 1963-64, of the 20 societies, 4 had incurred losses, while 5 others 
had earned only nominal profit. 

4.37. The number of primary marketing societies rose from 1899 in 
1957-58 to 3,166 in 1963-64, while the share capital increased from 
Rs. 2.22 crores to Rs. 10.82 crores. The government share contribution, 
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which increased from Rs. 0.65 crore to Rs. 5.54 crores, represents about 
51 per cent of the total share capital. The reserve an.d other funds and 
the working capital increased from Rs. 1.60 crores and Rs. 9.17 crores 
to Rs. 6.44 and Rs. 41.49 crores respectively during the same period. 
The value of total agricultural produce marketed also rose from Rs. 16.09 
crores to Rs. 82.62 crores, while the value of foodgrains marketed increas¬ 
ed from Rs. 2.48 crores to Rs. 30.59 crores in 1963-64. Similarly, the 
value of agricultural production requisites and consumer goods distributed 
increased from Rs. 5.68 crores and Rs. 17.35 crores (during 1960-61) 
to Rs. 40.53 and Rs. 53.56 crores respectively. The number of godowns 
owned by these societies also increased from 462 to 2,651 during the 
same period. Eighty per cent of the agricultural produce handled by 
these societies was marketed as agents of their members. 1,881 societies 
earned profit, 809 incurred losses while the remaining 476 had neither 
profit nor loss.* The particulars of marketing and distribution operations 
undertaken by the different types of primary marketing societies may be 
seen in Annexure XIII. 

Commodity Societies 


4.38. Out of 3,166 primary marketing societies in the country as on 
30th June, 1964, 525 were single commodity societies as under:—* 


State/U. T. 

Total General Cotton 

No. of purposes 
societies 

No. of commodity societie 


Fruits 

& 

Vegs. 

Areca- 

nuts 

Tobacco 

Coco¬ 

nut 

Other 

specia¬ 

lised 

commo¬ 

dities 

1 

2 

3 

4 

5 

6 

■ 7 

8 

9 

Andhra Pradesh 

257 

214 

. . 

0rn 


9 

3 

14 

Assam 

192 

192 




. , 

. . 

. . 

Bihar 

245 

245 






. . 

Gujarat 

290 

177 

54 

52 

. . 

2 

* . 

5 

Jammu & Kashmir 50 

50 






... 

Kerala 

78 

33 


2 

10 


20 

13 

Madhya Pradesh 

235 

225 

10 

. . 





Madras 

128 

128 

. . 




... 

... 

Maharashtra 

377 

288 

17 

37 

4 

2 

. . 

29 

Mysore 

241 

204 

2 

15 

9 

1 

2 

8 

Orissa 

72 

42 


. . 



1 

29 

Punjab 

175 

161 

11 

2 




1 

Rajasthan . 

143 

139 


1 




3 

Uttar Pradesh 

242 

219 


21 



— 

2 

West Bengal 

281 

279 


2 




.. 

Union Territories 

160 

45 

-• 

78 



36 

1 

Total 

3,166 

2,64 

94 

227 

23 

14 

62 

105 


♦Reserve Bank of India, Statistics 1963-64. 
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Of the 525 single commodity primary societies, 246 societies did not do any 
business during 1963-64 as shown below :* 


Cotton Societies .......... 20 

Fruits & Vegetables 

Societies. 152 

Arecanut Societies. 4 

Tobacco Societies .......... 8 

Coconut Societies .......... 14 

Other specialised societies. 48 


Total . . . 246 


Distribution of agricultural production requisites 

4.39. In addition to handling of agricultural produce, one of the pri¬ 
mary functions of service cooperatives at the village level and marketing 
societies at the various levels is the distribution of agricultural production 
requisites to the cultivators, viz. fertilizers, seeds, insecticides, agricultural 
implements, etc. In all the States, except, Assam, West Bengal and Kerala, 
cooperatives have been entrusted with the sole right of distribution of 
nitrogenous fertilizers. Similarly, cooperatives in some of the States are 
entrusted with the distribution of seeds, pesticides, implements, iron and 
steel, etc. During the year 1964-65, cooperatives are reported to have 
distributed agricultural production requisites worth Rs. 103.68 crores and 
consumer articles worth Rs. 101.89 crores as under :— 


(Rs. in crores) 



1961-62 

1962-63 

1963-64 

1964-65 

1 

2 

3 

4 

5 

1. O') Chemical fertilizers 

32-27 

39-52 

57-31 

72-84 

(ii) Seeds .... 

6-84 

7-03 

10-40 

12-43 

(iii) Agricultural implements , 

0 91 

2-10 

3 -78 

5-84 

(/») Other production requisites 

0-45 

6-02 

8-73 

12-57 

Total .... 

40 -47 

54-67 

80-22 

103 -68 

2. Consumer articles 

22-96 

28 -41 

77 -81 

101 -89 

Total .... 

63 -43 

83 -08 

158 -03 

205 -57 


A statement indicating the value of retail distribution of production requi¬ 
sites and consumer articles in various States during the years, 1961-65 is 
at Annexure XIV.** 

Review of progress of cooperative marketing 

4.40. While a net work of primary marketing societies at most of the 
secondary markets, apex marketing societies at State-level and a national 
(federation have been established, these societies haVe made very slow 
progress in the actual marketing of agricultural produce. Though the 
growth has been striking in terms of their number and coverage of mandis 
and villages, the impact made by the marketing societies on the trade in 
agricultural commodities has not been significant, barring a few notable 
exceptions. Most of the primary marketing societies did not effectively 
cover all the villages in terms of membership of growers a nd collection 

♦Reserve Bank of India, Statistics 1963-64. 

Sources **Review of Coop. Agricultural Marketing, Processing, Supplies and Storage 
1964-65 (N. C. D. C.) 
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of agricultural produce. They confined themselves only to a few members 
and a few villages. The progress has not even been comparable to that 
made by cooperative credit agencies in the field of rural credit. As 
against Rs. 224 crores worth agricultural produce marketed in 1963-64 by 
cooperatives at all levels, as much as Rs. 99 crores (45%) are accounted 
for by sugarcane supply societies and cooperative sugar factories. Of 
this, Uttar Pradesh (61%) and Maharashtra (20%) States alone account¬ 
ed for 81 per cent of the total sugarcane marketed through cooperatives. 
Even this progress could be achieved due to the State Cane Acts under 
which sugar factories are required to obtain their requirements of sugar¬ 
cane in reserved areas only through cane societies. 

From the above analysis, it will be seen that much of the progress 
achieved by the cooperative marketing societies was in areas where the 
State policy had given them a privileged position. Cooperatives in several 
States had the monopoly in the distribution of nitrogenous fertilizers and 
in the distribution of some consumer goods such as sugar. In foodgrains 
distribution also they often had the privilege of acting as a sole agent or 
a preferred agency for procurement on behalf of the Government. 

4.41. There have been regional imbalances even in the limited progress 
made by these marketing societies. Of the Rs. 92 crores worth agricul¬ 
tural produce marketed by primary and central marketing societies in 
1963-64, the societies in six States, viz., Maharashtra (31%), Gujarat 
(12%), Mysore (11%), Madras (11%), and Uttar Pradesh (10%) 
accounted for as much as 75 per cent. Out of the Rs. 301 crores worth 
agricultural produce marketed by all cooperatives during 1964-65, the 
societies in seven States viz., Uttar Pradesh (28%), Maharashtra (21%), 
Gujarat (11%), Madras (9%), Mysore (7%), Punjab (6%), and 
Assam (6%) accounted for 38 per cent. As against this, the value of 
agricultural produce marketed in Orissa, Rajasthan and West Bengal 
accounted for 0.5, 0.5 and 0.8 per cent respectively. Apart from this 
uneven development among different States, there have been imbalances 
in different areas and among different types of societies within the same 
area in different States. 

Foodcrops, which are major agricultural crops grown, accounted for 
only Rs. 40 crores in 1963-64 and Rs. 99 crores in 1964-65 representing 
13 and 35 per cent respectively of the total value of agricultural produce 
marketed by cooperatives. Even the limited progress in 1964-65 was 
mainly due to State patronage in associating the cooperatives with govern¬ 
mental procurement operations. 

4.42. Of the 3,166 primary marketing societies, only 2276 societies 
undertook actual marketing business. Of this, only 609 societies (19%) 
did business of Rs. 5 lakhs and over. 480 out of these 609 societies were 
in five States, viz., Maharashtra (125), U.P. (84), Rajasthan (74), 
Mysore (69), Gujarat (66) and Punjab (62) while Bihar. Kerala and 
Orissa had only one, four and eleven such societies respectively. As many 
as 1,022 societies did business of less than Rs. 1 lakh during 1963-64. 
Even in terms of membership, while Uttar Pradesh and Madras had an 
average of 2,661 and 2,029 individual members respectively per marketing 
society, Bihar, Assam, Rajasthan and West Bengal had an average of only 
3, 107, 110 and 164 respectively. About a third of the total marketing 
societies did not do any marketing business. 
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The average share capital per society ranged from Rs. 50,000 in Uttar 
Pradesh to Rs. 10,000 in West Bengal. In Bihar, Assam and Orissa, the 
government contribution to share capital represented 94, 81 and 79 per 
cent of the total share capital in primary marketing societies, whereas in 
Gujarat and Maharashtra, it was only 27 and 34 per cent respectively. 

4.43. Most of the societies that undertook marketing operations did 
so as commission agents. Barring a few exceptions such as cotton market¬ 
ing societies in Gujarat, no attempts were made for pooling and grading 
so as to fetch a better price to the farmer. A majority of the societies 
did not have processing facilities as a result of which they had to sell 
their produce to the private traders in its raw form. 

Linking of cooperative credit with marketing 

4.44. The Rural Credit Survey Committee and the Committee on Co¬ 
operative Credit had strongly urged that credit to the farmer should be 
linked with marketing. Though this has been accepted as an article of 
faith, very little success has been achieved in this direction. Only a very 
few marketing societies undertook recovery of loans advanced by credit 
societies and that too from a negligible number of their members. Thus, 
during 1962-63 only 16 per cent of the marketing societies undertook 
such recoveries on behalf of less than ten per cent of the credit societies 
which advanced loans. The amount recovered was only three per cent 
of the total production credit recovered during the year. Even this has 
been made mostly by four States viz., Uttar Pradesh (61%), Maharashtra 
(14%), Madras (10%) and Madhya Pradesh (8%)—which together ac¬ 
counted for over 93 per cent of the amount recovered by marketing societies. 
Thus, the main object of the integrated scheme of credit envisaged by the 
Rural Credit Survey Committee is yet to be achieved. 

4.45. Many of the State-level societies did very little marketing busi¬ 
ness and they were mostly involved in distribution and supply functions. 
Their role in promoting inter-state and inter-district trade and in helping 
the primaries in disposing their members’ produce in the terminal markets 
was almost negligible. As a result, even a few successful marketing socie¬ 
ties continue to dispose of their produce in the secondary markets to the 
private traders and thus are often not in a position to reduce the price 
spread between the producer’s and consumers’ prices . or give a better 
return to the producer. In many instances, these societies rendered no 
perceptible advantage to their members over the private traders. As a 
result, they were not able to attract the loyalty of their members. 

The National Federation, which was expected to actively assist the 
State marketing societies in dissemination of market intelligence, inter¬ 
state and export trade, did precious little and its activities, were , mostly 
confined to import and distribution of a few consumer articles like dry 
fruits, etc., and to a limited extent procurement of jute on behalf of the 
State Trading Corporation under the Government price support scheme 
and export of pulses. 

4.46. By and large, most of the primary marketing societies had no 
qualified managerial staff with the requisite business experience and train¬ 
ing. Another handicap has been the pre-occupation of marketing societies 
with supply and distribution functions. Tn many areas,. marketing co¬ 
operatives are the sole distributors for chemical fertilisers. During 
1963-64, as against Rs. 82.62 crores worth of agricultural produce marketed 
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by primary marketing societies the value of consumer goods and agricul¬ 
tural production requisites distributed amounted to Rs. 93.09 crores. 
Similarly, in the case of apex societies, the value of agricultural produce 
sold and agricultural requisites/consumer goods distributed amounted to 
Rs. 11.97 crores and Rs. 48.35 crores respectively. Thus the resources 
and attention of the managerial personnel of these societies were largely 
taken up with supply and distribution functions, which apparently were 
comparatively easier and more remunerative. As a result, adequate atten¬ 
tion was not paid to development of agricultural marketing. 

4.47. The link with the large number of urban consumer societies for 
direct sale of agricultural produce was totally absent. In view of the negli¬ 
gible fraction of the market arrivals covered by these societies, many of 
the marketing cooperatives failed to make any dent on the trade in agri¬ 
cultural commodities and, therefore, were not in a position to face the 
stiff competition from the well-organised private traders. 



PART II 
Chapter V 

PATTERN OF ORGANISATION OF COOPERATIVE MARKETING 
AND PROCESSING SOCIETIES AT VARIOUS LEVELS 

Existing structure 

5.1. Cooperative marketing in India follows the usual pyramid structure 
with the National Agricultural Cooperative Marketing Federation at the 
national level, the State marketing federations at the State level and pri¬ 
mary marketing societies at the ‘mandi’ level. In a few States like Andhra 
Pradesh, Gujarat, Madras, Maharashtra, Punjab, Uttar Pradesh and 
Himachal Pradesh, intermediate organisations at the district level also exist. 
As on 30-6-<1964, apart from the National Agricultural Cooperative 
Marketing Federation, there were 21 State level marketing federations, 
159 district marketing societies and 3,166 primary marketing societies 
in the country. Besides, there was one inter-state marketing federation for 
arecanut, cardamom and other plantation crops at Shimoga in Mysore 
State and one federation for fruits and vegetables at Delhi. A State level 
marketing federation has also been organised for fruits and vegetables in 
Gujarat recently. There were also 7 State-level federations and a Nation¬ 
al Federation of cooperative sugar factories. Of the 3,166 primary market¬ 
ing societies, 2,641 were general purpose marketing societies, while the 
remaining 525 were special commodity marketing societies. 

Functions of cooperative marketing societies at different levels—Primary 
marketing societies 

5.2. The model by-laws prepared by the Committee on Cooperative 
Law listed the following objects for a primary cooperative marketing so¬ 
ciety :— 

(1) To arrange for the sale of agricultural produce of the members 
or purchased by the society and for this purpose :— 

(a) to prepare the produce for markets by sorting, grading, 
packing and repacking, and 

(b) to transport the produce from members’ residence, farms 
or godowns to markets; 

(2) To encourage members to grow improved and standardized 
varieties of produce; 

(3) To accept deposits and to borrow funds from the cooperative 
central bank to which it is affiliated; 

(4) To advance loans to members on the security of their produce, 
raw or processed; 

(5) To rent or own godowns, processing yards and cold storages 
to facilitate storage, processing and sale of goods; 

(6) To process raw material belonging to the members or purchas¬ 
ed by the society and for that purpose to own or hire pro¬ 
cessing plants and machinery; 

(7) To procure and supply to members, fertilizers, manure, seed, 
implements, etc. and essential domestic requirements; 

38 
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(8) To act as an agent for the government for the procurement of 
agricultural produce and supply of requisites of agricultural 
production; 

(9) To encourage thrift, self-help and cooperation among its 
members; 

(10) To work in collaboration with the central cooperative bank 
to which it is affiliated and rural cooperative credit societies 
which are affiliated to it, so as to link up supply of credit by 
the credit societies to member-producers with the marketing 
of their produce, and for that purpose to act as agent of the 
credit societies for recovery of production loans given by them 
to their members; 

(11) To act as a Warehouseman under the Warehousing Act; 

(12) To undertake all other activities calculated to further the 
objects of the society. 

5.2. The by-laws adopted by primary marketing societies usually in¬ 
corporate the various objects listed above. In actual practice, however, 
most of the marketing societies have confined their activities to simple 
marketing of agricultural produce and distribution of agricultural inputs, 
mostly nitrogenous fertilizers. These societies market the agricultural pro¬ 
duce brought by their members mostly on agency basis only and also grant 
loans on pledge of produce pending its 6ale. A few societies have also 
undertaken distribution of essential consumer articles in the mandi towns 
and in rural areas, through agricultural credit societies. Very few societies 
have undertaken grading, pooling and processing of the produce and their 
sale in the terminal markets. 

District marketing societies 

5.3. The district marketing societies exist only in a few States- These 
societies were expected to coordinate the functions of primary marketing 
societies both in regard to marketing of agricultural produce and distribu¬ 
tion of agricultural requisites and consumer items and also undertake pro¬ 
cessing where necessary, inter-district trade, etc. But in actual practice 
they are mostly involved in the distribution of agricultural production re¬ 
quisites and essential consumer articles in the rural areas. The extent of 
marketing operations undertaken by them is not appreciable. As, in many 
areas, the district headquarters, where these societies are located, are not 
‘mandi’ centres or wholesale markets, there is very little scope for such 
district societies to undertake marketing of agricultural produce. Even 
where the district headquarter is a ‘mandi’ centre, a primary marketing 
society there will undertake the actual marketing and. therefore, the dist¬ 
rict society will have very little role to play. These societies, wherever 
they already exist, however, play an important role in the procurement and 
distribution of agricultural inputs and supply of consumer articles to the 
farmers, as these functions require close coordination with the district 
officers of the various departments. 

Apex Marketing Societies 

5.4. The apex cooperative marketing society at the State level has a 
crucial role in the development of cooperative marketing of agricultural 
produce. The apex society is organised to undertake marketing operations 
on behalf of its affiliated societies, particularly in the field of inter-state 
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and export trade o£ agricultural produce and also to procure the agri¬ 
cultural inputs and other essential consumer goods required by the larm- 
ers. Where large scale processing is required, the apex society may under¬ 
take such processing. It may also set up manufacturing units for ferti¬ 
liser mixtures, improved agricultural implements, etc. for supply to the 
farmers. Another important function of the apex society is dissemination 
of market intelligence and rendering expert advice on marketing and pro¬ 
cessing of agricultural produce. It is also required to perform certain 
developmental functions such as assisting its affiliated societies in the con¬ 
struction of godowns, erection of processing units, etc. It should also 
maintain a close liaison with government departments concerned with 
marketing of agricultural produce, agricultural inputs, civil supplies, etc. 
All these functions necessarily confer upon them the duties or coordination, 
guidance and supervision over their affiliated societies. In practice, how¬ 
ever, only a few of the apex societies have undertaken these functions. 
They have mostly been confining themselves to distribution functions and 
very few societies have undertaken actual marketing operations. 


National marketing federation 

5.5. The chief function of the National agricultural cooperative market¬ 
ing federation is to coordinate the activities of State federations and render 
expert advice and technical guidance to them on problems relating to co¬ 
operative marketing, processing, international trade, inter-state trade, 
market and price trends, commercial intelligence, business techniques, etc. 
It may also directly undertake export and inter-state trade and arrange 
imports of agricultural inputs and other essential articles needed by the 
farmers. Where large scale processing or manufacture covering more than 
one State is required, it can set up such processing units, e.g. jute mills, 
fertiliser factories. 

Need for district marketing societies 

5.6. In a few States like Andhra Pradesh, Gujarat. Madras, Maha¬ 
rashtra, Punjab, Uttar Pradesh and Himachal Pradesh, a three-tier structure 
of cooperative marketing societies exists, with the primary marketing so¬ 
ciety at the mandi level, a marketing federation at the district level and 
the apex marketing society at the State leve|l. As on 30-6-1964, there 
were 159 district marketing federations as under :— 


Andhra Pradesh 


Assam 

Gujarat 


Jammu & Kashmir 
Kerala 
Madras 
Maharashtra 

Mysore 

Punjab 
Uttar Pradesh 
Himachal Pradesh 


19 (includes one cotton 

and one tobacco federa¬ 
tions.) 

3 

20 (includes 2 cotton and 

2 fruit & vegetable fede¬ 
rations). 

1 

1 

14 

19 (includes 2 fruit and 

vegetable federations) 
4 (includes one cotton 
federation). 

20 
52 

6 


159 
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Many of these district societies have, however, been mainly dealing in the 
distribution of agricultural production requisites and very few of them 
have undertaken marketing of agricultural produce. During 1963-64, they 
distributed agricultural production requisites and consumer goods valued 
at Rs. 59,11 crores, whereas the value of agricultural produce marketed 
by them was only Rs. 11.05 crores. In Madras State, the district societies 
are federations both of primary marketing societies and consumer stores. 
Their membership comprises of individuals as well as village societies. 

5.7. There is divergence of opinion about the need for a district level 
organisation. Those in favour of the intermediate structure at district level 
argue that it may not be possible for the apex marketing society to co¬ 
ordinate directly the activities of about 150 to 200 primary marketing so¬ 
cieties in a State. The district societies, on the other hand, will be able 
to formulate programmes of development of marketing according to local 
conditions, which the apex society at State level may not be able to do 
effectively. The district societies with larger financial resources, will be 
able to undertake out-right purchases from the primary societies and thus 
reduce the risk to the apex society. They can undertake inter-district 
trade and also the processing of agricultural produce on a large scale for 
the benefit of a group of marketing societies with resultant economy in costs. 
In many States, cooperatives are required to make bulk distribution of 
chemical fertilisers and other agricultural production requisites. An orga¬ 
nisation at district level would be convenient for this purpose. Further, 
an organisation at the district level may be able to maintain a close liaison 
with the district officers of the cooperative, revenue, agriculture, civil sup¬ 
plies and other allied departments, in matters relating to procurement of 
food grains, fertilisers, seed, obtaining of licences and permits, etc. Such 
district societies can also undertake manure mixing as well as fabrica¬ 
tion of agricultural implements with reference to local needs. 

5.8. A two-tier structure is favoured on the grounds that the district 
headquarters is not, in many cases, a channel of commercial trade and, 
therefore, the role of a district organisation is bound to be limited in so 
far as actual marketing is concerned, and that it will be an unnecessary 
appendage involving extra handling costs and delay without commensurate 
benefits. The apex society could as well perform the functions expected 
of the district societies at less cost by opening its branches at district level 
or at other convenient places. 

5.9. The Conference on Marketing and Cooperation held at Hydera¬ 
bad in November, 1955 recommended, among others, that normally a two- 
tier structure would be sufficient for cooperative marketing and that where 
any State government considers an intermediate federation necessary, such 
States may have a three-tier structure. In their replies to the question¬ 
naire of the Committee, most of the Registrars have favoured a two-tier 
structure. 

5.10. We have carefully examined the various views on the subjects. 
We consider that, under the existing marketing structure, a district fede¬ 
ration has very little role to plav in actual marketing of agricultural pro¬ 
duce. The involvement of the district federation will only result in extra 
handling costs and unnecessary movement of stocks. As reeards distri¬ 
bution and supplv functions, we recognise that there is a need for an orga¬ 
nisation at the district level for various practical reasons. Firstly, these 
functions require close coordination with the various government depart- 
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mental officials at the district level. The district officers and other bodies 
would prefer to deal with a single agency for purposes of coordination, 
accounting, etc. rather than a number of primary societies. As the trans¬ 
actions in regard to these functions will be considerable, it will be diffi¬ 
cult, if not impracticable, for a single apex society at the State level to 
maintain and coordinate the accounts with hundreds of primary units in 
the entire State. We, however, consider that there is no need for an inde¬ 
pendent or ganis ation at the district level for the purpose and that a branch 
of the apex society at the district or regional level, as the case may be, 
would serve the same purpose. We, therefore, recommend that the future 
pattern of organisation of marketing cooperatives should be a two-tier 
structure, with the apex society at the State-level, primary marketing socie¬ 
ties at mandi level and branches of the apex society at district or regional 
level. 

5.11. In States where a three-tier structure already exists, the arrange¬ 
ments need not be disturbed. But the district societies should gradually 
divest themselves of those functions which legitimately fall within the pur¬ 
view of the primary marketing societies in favour of the latter. For instance 
in a few States, the district marketing societies have been procuring 
agricultural produce directly from the producers even though primary 
marketing societies exist in the area. Similarly, the district societies have 
been opening depots or branches for distribution of agricultural requisites 
or consumer goods directly in rural areas. These activities legitimately 
fall within the purview of the functions of primary marketing societies. 
With a view to ensuring that there is no duplication or overlapping of func¬ 
tions or unnecessary movement of stocks at any stage or any unhealthy 
competition, the district societies should divest themselves of such func¬ 
tions in favour of the primary marketing societies and confine themselves 
to coordination and such other functions as may be agreed upon by their 
affiliated primaries, e.g. dissemination of market intelligence, establishment 
of processing units for the benefit of more than one primary society, etc. 
We do not, however, suggest that such devolution of functions should be 
done immediately. It should be done gradually so that there is no 6udden 
jolt which may weaken the cooperative structure. 

Need for separate organisations for distribution of production requisites and 
consumer articles in rural areas 

5.12. A suggestion has been made that it would be desirable to orga¬ 
nise separate societies at all levels for undertaking the functions relating 
to distribution of agricultural production requisites and supply of essential 
consumer goods in rural areas, so that the marketing societies could concen¬ 
trate exclusively on marketing functions for which they are primarily 
meant. 

It has been stated that at present many of the marketing societies, both 
at the primary and apex levels, are not undertaking actual marketing busi¬ 
ness. They are concentrating only on distribution and supply. functions 
and their profits are mostly derived from these functions. As distribution 
and supply functions are comparatively easier to perform, involving less, 
risk than marketing functions, many of the societies seem to be content with 
these activities especially when they get adequate profits to maintain them¬ 
selves out of the income from these functions alone. It is argued that if 
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these functions are separated from the marketing functions, the viability of 
the societies would depend on the volume of agricultural produce marketed 
and this would induce them to expand their marketing operations. Further, 
the work relating to distribution and supply functions is bound to increase 
considerably in the coming years and the marketing societies may not be 
able to cope with it without detriment to their normal marketing functions. 

5.13. We, however, find that the volume of marketing operations per¬ 
formed by most of the marketing societies, both at the primary and district/ 
apex levels, is limited at present and it may take considerable time for 
these societies to expend their business to the extent necessary to become 
viable units. In the intervening period, these societies may not be able 
to stand on their own legs, if the distribution and supply functions are 
withdrawn. Further, in some areas, the marketable surplus of agricul¬ 
tural produce will be limited and in such cases the income from the dis¬ 
tribution functions would help to maintain the marketing societies. The 
distribution and supply functions are seasonal in nature and, therefore, an 
independent society, with the additional overhead costs, would only add 
to the cost of distribution. The supply of agricultural inputs is one of 
the legitimate functions of a marketing society. In practice also, the func¬ 
tions of marketing and distribution are closely allied to each other and 
it would be more economical for a single society to deal with both. For 
example, a marketing society which sends agricultural requisites to a 
village society can collect the agricultural produce at the same time and 
save transport costs. It may be easier and convenient for the growers and 
the village societies to deal with a single institution for supply of agri¬ 
cultural requisites, recovery of credit and sale of agricultural produce. 
These apart, in the States where a three-tier structure exists, the district 
marketing societies are already mainly engaged in distribution and supply 
functions. We, therefore, consider that the time is not ripe for separating 
the two functions and that the existing practice of marketing societies 
undertaking distribution and supply functions also may continue. At the 
district level, these functions can be performed either by the branches of 
the apex society or by the district federations, where they exist already. 

Commodity societies—Policy regarding 

5.14. It may be seen from the table in para 4.38 that next to fruits 
and vegetables societies, of which many are dormant, cotton societies from 
the largest group of single commodity societies. A point for consideration 
is whether, in future, single commodity societies should be organised 
increasingly and if so, what should be their relationship with the general 
purpose marketing societies. It is contended that such societies can spe¬ 
cialise in the marketing of the particular commodity concerned and render 
better service to its members. The general purpose societies dealing in 
several commodities may not be able to develop the efficiency which specia¬ 
lisation can bring. Producers growing a single commodity with an assur¬ 
ed market may not be interested to join a general purpose society dealing 
in several other crops and share the profits and risks with the fanners 
growing other crops. Such societies may also undertake processing, of 
the commodity by devoting special attention which may not be possible 
in a general purpose marketing society, particularly in view of the limits 
to the capacity and efficiency of management. Further, if closely related 
products, like fruits and vegetables, are dealt with by the same coopera¬ 
tive society, the following additional advantages are likely to be gained : 
(i) continuous marketing is facilitated, if the seasons of the crops concern- 
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ed are different, (ii) overhead charges per unit handled are reduced, and 
(iii) a fuller line of commodities is available and buyers are better attract¬ 
ed.’* As long as the marketing societies function as commission agents, 
general purpose societies may be alright. But when outright purchases 
and sales are resorted to on a larger scale, a general purpose society may 
not be able to do justice to the enormous business involved in a number 
of crops. Financing institutions also may not be willing to lend the block 
cost required for undertaking processing activity to a marketing society 
in view of the risk involved in other trade. 

On the other hand, it was stated that in most areas, the same farmer 
grows a variety of corps on his farm, e.g. in Kerala, coconut, arecanut, 
pepper, tapioca, cashewnut, paddy, etc. are grown side by side. In other 
areas also, the farmers grow the main crop of the area side by side with 
one or other specialised commodity. Such farmers may find it difficult 
to join and deal with a number of single commodity societies. In view 
of the limited production in respect of each crop, such single commodity 
societies may not always be viable and may entail larger overheads. Link¬ 
ing of credit with marketing will also become difficult in the case of 
farmers growing more than one crop. 

5.15. We are of the view that it would not be advisable to suggest 
a rigid approach to the question. In general crop areas, the general pur¬ 
pose marketing society can itself deal with all crops. Moreover, in areas 
where cooperative marketing is not developed, general purpose societies 
should be organised to begin with, as specialisation is not a possible at 
that stage. In areas of concentrated development of a particular crop, 
which requires specialisation, e.g. sugarcane, cotton, jute, plantation crops, 
fruits and vegetables, separate commodity societies may be organised pro¬ 
vided they can be viable. 

Role of general purpose societies and commodity societies 

5.16. As regards the role of general purpose societies and the commo¬ 
dity societies, the latter may deal exclusively with the marketing and pro¬ 
cessing of the specified crops, while the general purpose societies should 
deal with all other crops in the area. As it will neither be economical 
nor convenient for all primary marketing societies in the same area to 
deal with fertilisers and other agricultural inputs, and since the distribution 
of these inputs is to be made through village service societies, we consider 
that distribution of agricultural requisites should, as a general rule, be 
undertaken only by the general purpose marketing society. Commodity 
societies, including processing societies, should not undertake such func¬ 
tions. If for a particular crop any specialised inputs are required, the 
commodity societies may arrange for their supply through the general 
purpose societies and the service societies at the village level. There should 
be no duplication of functions in this regard. There is, however, no 
objection to the commodity societies rendering technical advice to their 
members regarding the use of special fertilisers, etc. By this arrangement 
the farmer will Ire saved from going to a number of marketing or pro¬ 
cessing societies for his agricultural requisites, etc. Besides, over financing 
through excessive supplies by more than one society can be avoided. 

5.17. Tn the case of recovery of loans of village credit societies, as 
the village society may not know in advance the quantity of a particular 

♦Report of the Coop. Planning Committee (1946) Page 58 
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crop the farmer will sell, it has perforce to send the entire demand to 
all the marketing societies in the area. To obviate excess recovery of 
production loans simultaneously by two or more marketing societies located 
in the same area, the marketing societies concerned in such cases, should 
make effective arrangements for co-ordination, or in the alternative they 
may remit the entire sale proceeds to the village society concerned which, 
after recovering its dues, may pay the balance to the farmer. This pro¬ 
cedure would no doubt involve some delay, but the alternative of seve¬ 
ral marketing societies making simultaneous recoveries is beset with more 
hardship to the farmer. With suitable arrangements for prompt remit¬ 
tance of the moneys to the village society, such delays could be reduced 
to the absolute minimum, particularly as, in many cases, it is unlikely that 
more than one crop will be harvested at the same time. 

Cooperative processing societies-pattern of organisation 

Sugar factories and other large-sized units like spinning mills in the 
cooperative sector are being set up by separate, specially organised, pro¬ 
cessing societies. As regards other processing units, the practice varies. 
In a number of cases, processing units have been set up by marketing 
societies. On 30th June, 1964, 224 marketing societies undertook pro¬ 
cessing activities, mostly in respect of paddy (84), cotton (51) and oil 
seeds (42). In several cases, however, separate processing societies have 
been organised. As on 30-6-1964, there were 1,404 independent pro¬ 
cessing societies of growers, viz., 151 cotton ginning and pressing societies, 
155 paddy processing societies, 152 oil crushing units, 18 fruits and vege¬ 
tables processing societies, and 928 other types of processing societies, 
besides 68 sugar factories.* 

5.19. The question of pattern of organisation of processing societies 
was considered in detail by the Committee on Cooperative Processing 
(1961) appointed by the erstwhile National Cooperative Development 
and Warehousing Board, under the Chairmanship of Shri R. G. SARAIYA. 
The above Committee examined the pattern of organisation of processing 
cooperatives from the point of view of (a) financial and organisational 
outlay, and (b) marketing of products. 

In the first place, different processing activities involve financial and 
organisational outlay of a different order. A cooperative sugar factory 
or a cooperative spinning mill of growers will involve substantial outlay 
on block investment, necessitating considerable long/medium term loans 
from the Industrial Finance Corporation/State Finance Corporations or 
other agencies. Organisation of independent processing units for such 
large scale activities will facilitate obtaining loans from these financing 
agencies, for, such financing agencies may be reluctant to give block capi¬ 
tal loan to an institution which is carrying on general trading, apart from 
organisation and management of a particular industry. Secondly, market¬ 
ing societies deal with other activities such as marketing of all agricultural 
produce, distribution of agricultural requirements, etc. and may not be in 
a position to devote necessary attention to the large processing activities, 
which require whole-time attention of the management. Further coopera¬ 
tive societies installing large scale processing units will undertake the 
marketing of the final products also. The Committee on Cooperative 
Processing, was, therefore, of the view that in the case of processing umts 


♦Reserve Bank, of India Statistics, 1963-64. 
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involving substantial capital outlay, independent cooperative societies 
should be set up. 

5.20. As regards smaller units, the Committee on Cooperative Pro¬ 
cessing emphasised that processing was essentially a stage in marketing and 
that, generally speaking, it had to be undertaken at the market level and, 
as such, the appropriate agency would be the society located at the market 
level. Further, since processing was generally a seasonal activity, a market¬ 
ing society undertaking the activity, as an adjunct to its other functions, 
was likely to have lesser overhead costs. The Committee also observed 
that ‘there is a considerable advantage, if an organisation proposing to 
establish a processing unit has gained adequate experience of handling the 
commodity in the raw form or otherwise getting it processed by private 
agency. The general experience seems to be that cooperative processing, 
except where the outlay and the establishment involved are very large, 
has been successful only as a logical development of the operations of a 
marketing society. The Committee, therefore, recommended that ordinari¬ 
ly processing units, not involving substantial outlay of block investment, 
should be established by marketing societies and that even in their case, 
a marketing society should take up processing activity only after it has 
gained some experience of handling the commodities concerned or gett¬ 
ing the commodity processed from private parties. The recommenda¬ 
tions of this Committee were accepted by the National Cooperative Deve¬ 
lopment and Warehousing Board and also by the Conference of State 
Ministers of Cooperation held in October, 1961. This question of pattern 
of organisation was also considered by the regional seminar convened by 
the National Cooperative Union of India in Madras in October 1963. The 
seminar recommended that ‘the marketing societies themselves could under¬ 
take processing activities like cotton ginning, ground-nut decorticating and 
rice hulling as adjunct to their marketing activities’ and that ‘there should 
be separate cooperative societies in respect of large scale processing units 
like cooperative sugar mills and spinning mills’. 

5.21 The Maharashtra State Cooperative Bank recently set up a Co¬ 
operative Industries Commission to promote cooperative processing of 
agricultural produce in that State. The general approach of the Commis¬ 
sion to develop cooperative processing has been to select major agricul¬ 
tural crops like paddy, groundnut and cotton for processing, determine 
economic viability of processing units for each of these crops, and lay 
down a pattern of organisation and financing for these processing societies 
after detailed surveys. For groundnut, the Commission finalised a pro¬ 
gramme of setting up about 30 cooperative oil mills and one solvent ex¬ 
traction plant in Sangli District. The raw material for the solvent extrac¬ 
tion plant will be the oil cake to be supplied by the small cooperative oil 
mills. The units are under various stages of installation. Similarly, the 
Commission also finalised a programme for setting up about 30 rice mills 
in Bhandara district and also a rice bran oil plant. The Commission also 
proposed establishment of cooperative spinning mills, paper plant, and 
other subsidiary industries. The solvent extraction plant, the rice bran 
oil mill, the spinning and paper mills are being set up by independent so- 
cities. The oil mills and the rice mills will also be set up by independent 
cooperative processing societies. The Maharashtra State Cooperative Bank 
is financing the block capital requirements of these societies. _ Such loans 
are given to units which are set up as independent processing societies. 
Thus, the Commission has decided the future pattern of processing societies 
in Maharashtra, viz., the processing activities should be undertaken by 
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independent societies. In contrast to the pattern of organisation adopted 
in Maharashtra now, in many other States, the processing units like rice 
mills, jute baling units oil crushers, etc. are being established only by 
marketing societies as adjuncts. 

5.22. The following quotation from a note circulated by the Coopera¬ 
tive Industries Commission of Maharashtra explains their view point for 
organising independent processing societies :— 

“It is insisted that the members should be individual producers. 
If the societies are enrolled as members, the share capital is 
collected from them but if past experience is any guidance, 
the processing society does not get adequate raw material for 
processing from members. There is no binding on the socie¬ 
ties to bring the produce for processing.On the cont¬ 

rary, when the society is established as an independent pro¬ 
cessing unit having producers as members... the supply of 
raw material is assured. This also helps to establish direct 
contact of the producers with the processing society”. 

“The Commission has observed the working of the existing 
cooperative societies. They are cooperatives in name only. 
So far the practice was of undertaking the processing activity 
by the sale and purchase unions. In this pattern, the market¬ 
ing society has to purchase the goods required for processing. 
Apart from the fact that this transaction requires large funds 
with the society for making purchases, such transaction entails 
a great risk of price fluctuation. Moreover, there is no binding 
on the members to bring their produce to the processing society 
nor is there any obligation of purchasing shares. There is an¬ 
other factor which needs to be taken into consideration. In 
the processing activity undertaken by the society as a subsidiary 
business, all the members are not necessarily interested. As 
a result, this activity does not receive the support it deserves.” 

“There are few independent processing societies established in the 
cooperative sector in the past two years. Their memb¬ 
ers consist both of societies as well as individuals. The socie¬ 
ties have contributed more than the individual members. As 
a result, the share capital is collected, government capital has 
been received, but there is no direct linking of producers with 
these cooperative processing societies. The traders take the 
advantage of such factors and get their goods processed. The 
Government capital, the subsidy, the capital collected are thus 
misutilised. The Commission has taken steps to reorganise 
the working of these societies on the accepted pattern”. 

5.23. The pattern of organisation of processing societies adopted in 
Maharashtra thus varies from the pattern recommended by the Committee 
on Cooperative Marketing Processing, in that, separate societies are being 
organised irrespective of the block cost of the units concerned. 

5.24. An eminent cooperator, during his discussions with this Com¬ 
mittee, while endorsing the views contained in the note of Maharashtra 
Cooperative Industries Commission referred to above, added that the pro¬ 
cessing societies would further help in pooling and grading of the produce 
and payment of average price to the farmer, whereas marketing societies 
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which mostly do commission agency business cannot do so. As regards 
the role of general marketing societies in the areas, he was of the view that 
since the processing societies will deal with only a single crop, and as gene¬ 
rally a number of miscellaneous crops are grown in the area, the market¬ 
ing societies can deal with all other remaining crops and also undertake 
distribution and supply functions. He was further of the view that pro¬ 
cessing societies, including sugar factories and single commodity societies, 
should not undertake distribution of agricultural requisites, and that this 
should be left to the general marketing societies to ensure coordination 
through the village credit societies. He also added that where an exist¬ 
ing marketing society deals predominently with a single commodity, there 
can be no objection to that society itself taking up processing activity ins¬ 
tead of forming a separate society for the purpose. 

Other eminent cooperators, who also met the Committee were, how¬ 
ever, of the opinion that in view of the complex nature of the problem, no 
doctrinaire approach is possible in this regard and that each case will 
have to be decided on merits taking into account all relevant local factors, 
such as the nature of processing required, size of the unit, availability of 
raw material, requirements of working capital, nature of technical com¬ 
plexities, etc. 

5.25. We have given considerable thought to this issue. From the Co¬ 
operative Industries Commission's note quoted above, it may be observed 
that the policy of establishing independent processing societies was influenced 
by the consideration that it would facilitate a direct link between the pro¬ 
ducer and the processing units. Even the present policy governing the 
pattern of organisation of cooperative marketing societies envisages that in¬ 
dividual growers should be increasingly admitted as members of the primary 
marketing societies both for enlarging their volume of business and augment¬ 
ing their share capital. In view of this, individual producers will be directly 
linked with the processing unit, even if a marketing society undertakes 
processing activity. The argument regarding absence of such direct link in 
a marketing society is, therefore, not valid. If a marketing society under¬ 
taking processing cannot ensure the loyalty of its producer members, it is 
doubtful if an independent processing society could ensure such loyalty. 
Members’ loyalty depends on various other factors such as the quality of 
the services rendered by the Society vis-a-vis private traders, enlightened 
membership, etc. and not on whether the processing unit is set up by a 
marketing society or by an independent processing society. fFurther, the 
programme of cooperative processing mainly relates to a few important 
commodities like paddy, cotton, jute and oil-seeds. Processing units for 
these commodities will normally be installed in areas where these are the 
main crops. Cooperative marketing societies in these areas will be dep¬ 
rived of their business of the main crops in those areas, thus affecting their 
viability, if independent processing societies are organised for these com¬ 
modities. As in most of the areas, only one or two main crops are grown, 
the oossibility of the primary marketing societies handling too many crops 
at the same time will be remote. Since processing will be undertaken for 
the major crop, a majority of the members of the area will naturally be 
interested in the activity. Where, however, more than one cron is predo¬ 
minently grown or if a certain crop requires specialised attention, e.g. 
fruits and vegetables, there is no harm in having a separate society for 
such crop. The remedy in such cases w>ll be organisation of a single 
commodity marketing-cwm-processing society. 
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5.26. It seems to us that, by and large, the organisation of independ¬ 
ent processing societies in Maharashtra was necessitated by certain special 
local conditions. Thus, as observed by the C ommis sion in the above note, 
the sale and purchase societies in the State were not functioning well and 
there was no direct link between these societies and the producers. These 
societies had obviously village societies as their members and were, there¬ 
fore, unable to procure agricultural produce from the growers. They were 
thus forced to make purchases from the open market. Due to these basic 
weaknesses, it is obvious that these societies were not in a position to under¬ 
take processing activity, and, therefore, independent processing societies 
seem to have been preferred to meet the situation. This criteria, however, 
cannot be made applicable to all States as the conditions there may be 
different. Even in Maharashtra, the independent processing society is 
more a single commodity processing-c«m-marketing society, than a pure 
processing society, inasmuch as it undertakes not only processing of its 
members’ produce but also its marketing. There is no harm in organising 
such single commodity societies which can undertake both processing and 
marketing of the concerned crop, wherever there is need for them, as we 
had already observed earlier in regard to organisation of single commodity 
societies. 

5.27. We, therefore, endorse the recommendations of the Committee 
on Cooperative Processing (1961) that ordinarily processing units, not in¬ 
volving substantial outlay of block investment, should be established by 
marketing societies as an adjunct to their normal marketing operations. 
Thus, a marketing society in a predominantly paddy growing area should 
itself set up a rice mill instead of forming a separate society for this pur¬ 
pose. In cases, however, where specialised crops like fruits and vegetabl¬ 
es, etc., which require special skill and attention are grown in considerable 
quantities in addition to the main crop of the area, a separate processing- 
cwm-marketing society can be formed for the purpose, subject to its being 
viable. In such cases, as the existing general purpose marketing society 
will be pro-occupied with the marketing and also processing, where neces¬ 
sary, of the main crops and will have adequate business, die organisation 
of a separate processing society may not affect its viability. Similarly, 
even if initially an existing marketing society sets up a processing unit for 
a commodity, and at a later stage, in view of the expansion of production 
and other activities in respect of such crop, it is felt that an independent 
society would be more useful, there should be no abjection to set up a 
separate society for the commodity by transferring the processing unit along 
with the share. Capital of the members producing that particular crop, 
provided such a society can be viable and does not affect the viability of 
the parent society. The problem in these cases is more of organisation of 
separate single commodity societies which can undertake both processing 
and marketing of the commodity concerned, and it would be a misnomer to 
call such societies as pure ‘processing’ societies. 

Processing units to e independent subsidiaries of marketing societies 

5.28. Although in many areas, the primary marketing societies are at 
present dealing with only the main crop of the area concerned, it will be 
necessary for them in due course to take to marketing of the other subsi¬ 
diary crops as well. Some of the crops, either the main crop or the sub¬ 
sidiary crop or both, may require processing before sale. In such cases, 
either the producers of the commodity to be processed may not be willing 
to share the profits and risks with farmers growing other crops, or the 
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latter may not be willing to share the risks in the processing of the former’s 
crop. Further, the financing institutions may be reluctant to lend funds 
towards the block cost and working capital of processing units to marketing 
societies setting up such units in view of the risk involved in other general 
trading activities of the societies. In view of these considerations, we con¬ 
sider that whenever a marketing society dealing with more than one crop 
or activity sets up a processing unit, such unit should be organised as an 
independent subsidiary unit of the main society, with separate accounts, 
balance sheet, trading and profit and loss accounts, etc. and independent 
legal status. The members of the subsidiary unit and their share-capital 
should like-wise be kept separately from the main society. Such members 
may continue to be members of the main society as well for taking bene¬ 
fit o<£ the other activities of the society. By this method, the profits as 
well as the risks involved in the processing as well as other activities will 
be shared by the members concerned without involving other members. 
This would also satisfy the financing institutions. We, therefore, recom¬ 
mend that suitable steps be taken to amend the existing cooperative law 
in the various States, wherever needed, to facilitate the formation of such 
subsidiary units. 

Primary marketing societies—location and area of operation 

5.29. The primary marketing societies are, by and large, located at 
the secondary markets (mandis) or wholesale assembling centres with their 
area of operation limited to the natural hinter-land of the market concern¬ 
ed. However, in a few areas, marketing societies were organised in the 
past either at the headquarters of the block or taluka with their jurisdic¬ 
tion extending to the block or taluka as the case may be, irrespective of 
the existence or otherwise of a market at those places and their natural 
catchment area. Thus, in Bihar, marketing societies were organised at the 
block headquarters with their jurisdiction coterminus with those of the 
N.E.S. blocks. In West Bengal, apart from the small sized marketing socie¬ 
ties, which have been set up in small ‘hats’ or minor markets, a number 
of primary marketing societies have been located at places other than 
market centres, with their area of operations coterminus with the jurisdic¬ 
tion of the police stations of the area in which the societies are located. 
In Assam, the jurisdiction of primary marketing societies has been fixed 
to suit the State procurement operations in respect of foodgrains. In 
Madras and Andhra Pradesh, the jurisdiction of primary marketing socie¬ 
ties is generally coterminus with the revenue taluk, irrespective of the 
natural command area of the market concerned. 

The need to locate the primary marketing societies at the mandi centr¬ 
es and to delimit their areas of operations to the hinter-lands of the markets 
concerned is too obvious. A mandi centre is a traditional place which 
the growers are in the habit of visiting for the marketing of their crops 
and the purchase of their farm and domestic requirements. It is, there¬ 
fore, necessary that immediate steps should be taken to shift the headquart¬ 
ers of such societies to the ‘mandi’ centres and to realign their areas so 
as to ensure that they are coterminus with the hinter-lands of the markets 
concerned. We are aware that there are some administrative difficulties 
in this regard, e.g. buildings and godowns would have already been cons¬ 
tructed at the present headquarters of the societies or the hinter-land of the 
market may fall under two or more revenue talukas, districts, deputy/ 
assistant registrars division. But with suitable adjustment, it should be 
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possible to locate the societies at mandi centres or at least to open branches 
at those places and also realign their areas of operations. 

Membership Primary marketing societies 

5.30. Membership of a primary marketing society is generally open 
both to the agricultural credit societies/service cooperatives and the indi¬ 
vidual growers (including those who are already members of the agricul¬ 
tural credit societies) in the area of operations of the marketing society. 
This is in line with the present policy of the Government of India. A 
suggestion has been made that the membership of the primary marketing 
societies should be open only to the village credit/service societies and that 
individual growers should not be admitted as direct members for the follow¬ 
ing reasons : 

Normally a marketing society would cover about 200 villages and 
ultimately if a majority of the growers join the marketing society, it will 
be impracticable for the marketing society to deal with thousands of memb¬ 
ers directly, involving maintenance of individual accounts, etc. From the 
replies received to the Committee’s questionnaire, it was found that of the 
144 societies which responded, as many as 63 societies had jurisdiction 
over 101 to 300 villages while another 30 covered over 300 villages. 
Elections to boards of director’s will also be difficult with such a large 
number of members. On the other hand, it will be easier to deal with a 
comparatively small number of village societies, both for grant of pledge 
loans and for sale of agricultural produce. The service/village societies, 
which are expected to cover all the growers in their area, can be responsi¬ 
ble for the collection and transport of their members’ produce to the market¬ 
ing societies and also for grant of pledge loans, thus facilitating the work 
of marketing societies. If the entire surplus produce comes through the 
service/village societies, linking of credit with marketing will be more 
effective. Individual membership may give rise to infiltration of traders 
into the boards of management of marketing societies, whereas in case 
of society membership, this is generally not possible. There will be no 
clash of interests in the board of management between individual members’ 
representatives and the societies representatives, which might arise in the 
case of mixed membership. It would lead to greater coordination between 
the credit and marketing societies in respect of supply functions. 

5.31. Cooperative marketing is a secondary stage of cooperative credit. 
If the primary marketing societies confine their membership to village/scr- 
vice societies which assemble their members’ produce, bring it to the market¬ 
ing society after grading and pooling, it would be an ideal arrangement 
which would help forgo an integrated structure of cooperative credit and 
marketing. For this purpose, the village societies should be strong orga¬ 
nisations covering a large percentage of the growers in their area, and 
should be able to undertake assembling, grading and pooling of the entire 
agricultural produce of all their members and also be able to grant advanc¬ 
es in pledge of produce pending its sale. But many of the existing village 
societies may not be able to undertake these functions for a long time to 
come. 

5.32. In the prevailing conditions, therefore, the suggestion to confine 
the membership of the primary marketing societies to village societies alone 
may not be workable for a long time to come. This should be the ulti¬ 
mate goal to be achieved when the village service societies become strong 
units covering the entire agricultural community and capable of undertak- 
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mg assembling, grading and pooling of produce at the village level. For 
the present, we consider that a mixed membership of both village societies 
and individual growers is essential for various practical reasons. A large 
number of village cooperatives are weak and have not covered even a 
sizeable percentage of the growers. There are a considerable number of 
medium and large growers, who may not be willing to join the village socie¬ 
ties, as they may not need credit, but yet require marketing facilities. The 
village societies, which are themselves weak, may not be able to subscribe 
sufficient share capital to the marketing society by themselves. Member¬ 
ship of individuals would, besides helping to build up the necessary share 
capital base as well as business turnover, would also help the marketing 
societies to develop a direct and intimate contact with the actual problems 
faced by producers in the disposal of their crop. In some States, it is 
usual for the farmer to go to the ‘mandi’ for sale of his produce. In such 
cases, the farmer would like to be directly associated with the ‘mandi’ 
level society, as he will have the psychological satisfaction that, being a 
direct member of the marketing society, he could have a say in its manage¬ 
ment. The grower members can also receive bonus on their sales direct. 
The direct association of medium and larger farmers would provide the 
marketing society with business experience as also larger business as it is 
those farmers who have sizeable marketable surplus. Unless the market¬ 
ing society has a large turnover, it can have no impact on the market. 
Besides, individual grower membership offers other practical advantages, 
such as concessions in relation to sales/purchase tax, income tax, etc. In 
these circumstances, we prefer a mixed membership at the level of primary 
marketing societies consisting of both village cooperatives and individual 
growers. As regards the difficulties in dealing with a large number of 
growers and maintaining separate accounts, we consider that these, could 
be overcome through employment of more staff with the expansion of 
business and also by actively associating the village cooperatives for collec¬ 
tion, assembling, etc., of the produce at village level. In a subsequent 
chapter, we have suggested separate representation on the boards of manage¬ 
ment of the marketing societies for individuals and member- 
societies to avoid any conflicts between them. 

Primary marketing societies, Present position of Membership-Agricultural 
Credit Societies 

5.33. In recent years systematic efforts have been made to Affiliate the 
maximum number of agricultural credit societies to the primary marketing 
societies. As on 30-6-1964, the 3,166 primary marketing societies had a 
membership of 1,30,567 cooperative societies* and 17.17 lakh individual 
growers** as against 101,891 societies and 14.70 lakhs individual growers 
respectively as on 30-6-1963. For the country as a whole., 62 per cent 
of all agricultural credit societies have been affiliated to primary market¬ 
ing societies as on 30-6-1964 as against 3.5 per cent as on 30-6-1956 as 
may be seen from the following figures :— 


♦ R.B.I. Statistics—1963-64—The statistics published by the R. B. I. and Ministry of 
C.D. and C. have not classified the types of societies which are members of marketing socie¬ 
ties. However, as normally only village cooperatives join as members of such societies 
and the number of other types of societies in rural areas e.g. farming societies is small, it 
has been assumed that all these societies are village credit/service societies. 

**The statistics show this membership under ‘Individuals and others’. It has been 
assumed that most of the members under this category are genuine growers. 
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S. No. State 



Total 

No. of 
Agricultural 
Credit 
Societies 

No. of 
societies 
affiliated 
to market¬ 
ing societies 

Percentage 
of affiliation 

Average No 
of societies 
affiliated 
per market¬ 
ing society 

1 



2 

3 

4 

5 

1. Andhra Pradesh 



15,518 

8,375 

53 

33 

2. Assam 



5,244 

2,930 

56 

15 

3. Bihar 



19,568 

22,649 

80 

92 

4. Gujarat 



8,190 

5,692 

62 

20 

5. J. & K. . 



1,204 

645 

54 

13 

6. Kerala . 



2,421 

968 

40 

12 

7. Madhya Pradesh 



17,494 

11,244 

64 

48 

8. Madras 



11,585 

11,306 

98 

88 

9. Maharashtra . 



19,938 

15,643 

78 

41 

10. Mysore 



9,365 

7,549 

81 

31 

11. Orissa 



5,443 

2,969 

38 

41 

12. Punjab 



19,801 

9,025 

46 

52 

13 Rajasthan 



12,474 

8,050 

65 

56 

14. Uttar Pradesh 



46,231 

19,468 

42 

80 

15. West Bengal . 



13,040 

3,216 

25 

11 

16. Union Territories . 



2,106 

838 

40 

5 

Total . 



2,09,622 

1,30,567 

62 

41 


5.35. The above statement shows that though there has been an over¬ 
all progress in the matter of affiliation of agricultural credit societies to 
marketing societies, the progress has not been uniform in all States. Thus, 
Madras leads in regard to affiliation of agricultural credit societies to 
marketing societies with 98 per cent coverage. Next comes Mysore and 
Maharashtra with 81 and 78 per cent respectively. In Gujarat, Madhya 
Pradesh and Rajasthan, the affiliation ranges between 60 and 65 per cent, 
while in Andhra Pradesh, Assam and Jammu and Kashmir, it varies from 
50 to 56 per cent. In Uttar Pradesh, Punjab, and Kerala, the affiliation 
ranges from 40 to 46 per cent. In Orissa and West Bengal, it was 38 
and 25 per cent respectively. The average number of agricultural credit 
societies affiliated was 41 per marketing society. The State-wise number 
ranges from 92, 88 and 80 in Bihar, Madras and Uttar Pradesh to 11, 12, 
13 and 15 in West Bengal, Kerala, Jammu and Kashmir and Assam res¬ 
pectively. Although numerically, the progress appears satisfactory, it can 
not be said that there has been an effective link between the village credit 
and marketing societies. Most of the societies seem to have been affiliated 


*R. B. I. Statistics 1963-64. 
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through nominal shares, qbviously due to the departmental drives for 
higher coverage to achieve the targets. Thus, in spite of affiliation of large 
number of agricultural credit societies, the number of such societies actual¬ 
ly sending the produce of their members to marketing societies is negligi¬ 
ble. 


The following table further substantiates the position :—* 


1963-64 

S. No. State 

Total 
No. of 
primary 
mktg. 
societies 

Total 
No. of 
agrl. credi 
societies 
affiliated 
to mktg. 
societies. 

Recovery of loan advanced by credit 
societies 

No. of 
primary 
marketing 
societies 
doing such 
recovery 

No. of 
credit 
societies 
for whom 
recovered 

Amount 
recovered 
(Rs. lakhs) 

1 

2 

3 

4 

5 

6 

Andhra Pradesh 

257 

8,375 

1 

14 

N.A. 

Assam . . . 

192 

2,930 

17 

56 

2-57 

Bihar , . . 

245 

22,649 

8 

19 

1-33 

Gujarat . 

290 

5,692 

9 

296 

6-89 

J&K. . 

50 

645 

29 

498 

4-11 

Kerala . . . 

78 

968 

7 

72 

13-28 

H.P. 

235 

11,244 

119 

1,357 

51-36 

Madras . . . 

128 

11,306 

62 

1,469 

103-16 

Maharashtra 

377 

15,643 

80 

2,527 

243-94 

Mysore . . 

241 

7,549 

39 

307 

66-64 

Orissa . . 

72 

2,969 

4 

40 

1-38 

Punjab 

175 

9,025 

5 

32 

0-57 

Rajasthan 

143 

8,050 

12 

59 

3-54 

U. P. 

242 

19,468 

112 

12,541 

404-51 

West Bengal 

281 

3,216 

6 

20 

0-61 

Union Territories 

160 

838 

... 

... 

- 

Total 

3,166 

1,30,567 

510 

19,307 

915-95 


5.36. It may be observed that as against 1,30,567 agricultural credit 
societies affiliated, only in respect of 19,307 societies recovery of production 
loans was effected by 510 marketing societies. Thus, only 15 per cent 
of the agricultural credit societies in the country could be said to have been 
effectively affiliated. In terms of individual States, the percentage has been 
negligible in most of the States. Concerted efforts are needed for not only 
formal affiliation of all agricultural credit/service societies to the respective 
primary marketing societies, but also to forgo an effective business link 
between them. Special attention in this regard is particularly necessary in 
West Bengal, Assam, Kerala, Jammu and Kashmir, Orissa, Punjab and 
Union Territories where a large number of credit societies are yet to be 
even formally affiliated. 


♦Reserve Bank of India statistics—1963-64. 
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Membership Enrolment of individual growers 

5.37. As regards individual grower-members, die 3,166 primary market¬ 
ing societies had a membership of 17,16,800 growers as on 30-6-1964 
as against 14,70,050 as on 30-6-1963: The State-wise position in this 
regard may be seen from the following table.* 

As on 30-6-1964 


No. of Membership Average 
S. No. State primary ofindi- per 

market- viduals society 

ing 

societies 

Percent- Percentage of total 
age to agricul- 

total tural families covered 
member- by** 

agrl. 

credit 

societies 

% 

agricul¬ 

tural 

credit 

societies 

primary 

market¬ 

ing 

societies 

1 2 

3 

4 

5 

6 

7 

8 

1. Andhra Pradesh . 

257 

2,26,536 

878 

14 

25-2 

3-6 

2. Assam 

192 

220,545 

108 

6 

140 

0-38 

3. Bihar 

245 

811 

, 3 

006 

150 

0 009 

4. Gujarat 

290 

90,393 

312 

8 

30-8 

2-7 

5. J&K 

50 

10,358 

207 

4 

440 

1-6 

6. Kerala 

78 

31,933 

409 

3 

37-9 

10 

7. Madhya Pradesh 

235 

42,446 

180 

3 

22-5 

0-7 

S. Madras 

128 

2,59,710 

2,029 

7 

72-6 

50 

9. Maharashrta 

377 

1,28,766 

342 

6 

37-9 

20 

10. Mysore 

241 

1,29,374 

539 

8 

42-3 

3-2 

11. Orissa 

72 

22,763 

316 

2 

32-2 

0-6 

12. Punjab 

175 

36,844 

211 

2 

47-6 

10 

13. Rajasthan . 

143 

15,764 

110 

2 

24-3 

0-43 

14. Uttar Pradesh 

242 

6,44,069 

2,661 

14 

33-7 

4-7 

15. West Bengal 

281 

45,204 

161 

6 

13-5 

0-8 

16. Union Territories 

160 

11,284 

70 

5 

28-3 

1-27 

Total 

3,166 

17,16,800 

542 

7 

31 -4 

2-2 


5.38. The above table indicates that the average number of individual 
members per primary marketing society taking the country as a whole was 
542. This, however, varied very much from State to State. Thus, while 
the average membership per society in Bihar, Assam' and Rajasthan was 
3,108 and 110 respectively, it was 2,661 in Uttar Pradesh, 2,029 in Madras 
and 878 in Andhra Pradesh. Of the 144 marketing societies which res¬ 
ponded to the Committee’s questionnaire, 30 societies had a membership 
of over 1,000 individual growers while 15 societies had a membership of 
over 5,000. These were mostly in Andhra Pradesh (11), Gujarat (5), 
Madras (9), Maharashtra (5), and Uttar Pradesh (9). In regard to 
coverage of individual producers, in Madras, while the agricultural credit 
societies have covered over 72 per cent of the agricultural families, the 
membership of such families in primary marketing societies represent only 

♦Reserve Bank of India—Statistics 1963-64. 

♦♦Based on Estimated Mid Term Rural Population for 1964 as furnished in Ministry 
of C. D. & C.—Coop. Movement—Important Statistics 1963-64 taking 5 persons to an 
average family. 
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5 per cent. The percentage of coverage of agricultural families was very 
low, in Bihar (0.009%), Rajasthan (0.43%), Orissa (0.6%), Madhya 
Pradesh (0.7%), West Bengal (0.8%), Assam (0.38%), Kerala (1%), 
Punjab (1%), and J & K (1.6%). 

The progress in regard to the enrolment of those producers who are 
already members of agricultural credit societies has also not been satisfac¬ 
tory. Thus, in Bihar, as against the membership of 13.60 lakhs of agricul¬ 
tural credit societies, only 811 individual growers have joined the primary 
marketing societies representing 0.06 per cent only. In Orissa, Punjab and 
Rajasthan, the percentage of members of primary marketing societies to 
those of agricultural credit societies was only 2, while in Andhra Pradesh 
and Uttar Pradesh it was 14. Even in Madras it was only 7. 

5.39. As enrolment of a large number of individual grower members is 
essential for the successful working of a primary marketing society for the 
various reasons mentioned earlier, we recommend that the State Governments 
and cooperators should launch an intensive membership drive in this regard 
through an effective programme of education, propaganda and pursuasion. 
Intensive efforts are needed particularly in Bihar, Assam, Madhya Pradesh, 
Punjab, Rajasthan, Orissa and Jammu and Kashmir where the average 
membership is very low. 

Membership•—District Marketing Societies 

5.40. In the States, where district marketing societies exist, there is no 
uniformity in the composition of their membership. The following table 
gives the membership of these societies as on 30-6-1964 :—* 

(As on 30-6-1964) 


No. of members individual and others 
State No. of dist. -- 





societies 

Societies 

Regular 

Nominal 


1 


2 

3 

4 

5 

Andhra Pradesh . 



19 

4,442 

5,923 

946 

Assam 



3 

53 

236 

... 

Gujarat 



20 

1,854 

10,495 

404 

Jammu & Kashmir 



1 

97 

324 

1 

Kerala 



1 

43 

10,090 

... 

Madras 



14 

5,201 

16,962 


Maharashtra 



19 

4,465 

10,458 

10,294 

Mysore 



4 

175 

526 

— 

Uttar Pradesh 



52 

3,686 

122 


Punjab 



20 

8,166 

442 


Himachal Pradesh 


• 

6 

341 

251 

- 

Total 

• 

• 

159 

28,523 

55,829 

11,645 


5.41. It may be seen from the above table that the membership of these 
district societies consists of, besides primary marketing societies, several 
other types of societies. Thus in Madras, the membership consists of both 
primary marketing societies and consumer stores besides agricultural credit 

*R ,B. I. Statistics, 1963-64. 
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and other societies. For instance, in a district marketing society, we observed 
that out of 940 members, there were only 17 primary marketing societies, 
as against 69 primary consumers stores, 612 other types of co-operative 
societies (obviously agricultural credit societies), 16 other institutions, and 
226 individual members as at the end of 1964. Similarly, in other States too, 
a large number of other types of societies are admitted as members of 
district marketing societies. As these district societies are intended to be 
federations of primary marketing societies to assist them in their marketing 
and distribution functions, it is desirable to confine the membership of 
these societies to primary marketing societies alone, so that they could 
function effectively for the benefit of their affiliated marketing societies and 
also avoid conflict of interests, which is inevitable in the present hetero¬ 
genous membership. Efforts should be made to gradually disassociate 
non-credit and other types of societies, not directly concerned with market¬ 
ing and processing, from these district societies. While there is no objec¬ 
tion to having consumer stores as nominal members to facilitate settle¬ 
ment of disputes through arbitration, etc., the primary marketing societies 
should have a predominant voice in the management of these district 
societies. Further, there should be no place for individuals at the district 
level society. We are aware that individuals have been continuing in these 
societies due to certain historical reasons ( e.g . as in Madras and Andhra 
Pradesh), but every effort should be made to eliminate them as early as 
possible and thus make these societies truly federal bodies. 

Membership—Apex Marketing Societies 

5.42. The composition of the membership of the apex marketing societies 
also is not uniform in all States. The following table gives their membership 
position as on 30-6-1964 : 



Members* 

A 

Membership of societies 
according to types** 

A 

No. of marketing 
societies not 
affiliated 
, --*-, 

States 

f \ 

No. of Indivi- 

Distt. Primary Other 


socie- duals 

Mktg. Mktg. types of 

Distt. Pri- 


ties and socie- Socie- socie- mary 


others ties. ties. ties 


1 


2 

3 

4 

5 

6 

7 

8 

Andhra Pradesh 


12 


11 


1 

8 

257 

Assam 


175 

88 


143 

32 

3 

49 

Bihar 


291 

37 


209 

82 


36 

Gujarat 


332 

81 

i9 

277 

366 

i 

13 

Jammu & Kashmir 


165 

386 


17 

1,488 

1 

33 

Kerala 


230 

23 

i 

48 

181 


30 

Madhya Pradesh 


401 

161 


195 

206 


40 

Madras 


236 

2 

14 

81 

141 


47 

Maharashtra . 


862 

73 

19 

179 

664 


198 

Mysore 


330 

11 


204 

126 

4 

37 

Orissa 


122 

45 


39 

83 


33 

Punjab 


152 


i9 

133 


1 

42 

Rajasthan 


159 

i 


126 

33 


17 

Uttar Pradesh 


236 

i 

si 

151 

34 

i 

91 

West Bengal . 


85 

12 


42 

43 


139 

Delhi 


80 

21 


4 

76 


66 

Himachal Pradesh . 


15 


3 

10 

2 

3 

8 

Manipur 


175 

26 

N.A. 

N.A. 



N.A. 

Tripura 


57 

30 


12 

45 

. . 

2 


*R. B. I. Statistics—1963-64. 


•♦Based on the replies to questionnaires issued by the Committee to Apex Societies 
and data available with N. C. D. C. 
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5.43. It may be observed from the above, that apart from the district 
marketing societies and primary marketing societies, a large number of other 
types of societies are also members of the apex societies. In Andhra Pra¬ 
desh, the apex society has as its members only the district marketing societies 
and none of the primary marketing societies has been admitted. In Madras, 
the district supply and marketing societies are ‘A’ class members, while 
primary marketing societies and consumers stores are ‘B’ class members. 
The apex marketing society, which is a federation of marketing societies 
in the State, if it has to function effectively, should have as its members 
only marketing and processing societies. In the case of States with a three- 
tier structure, if the district marketing societies are effective federations of 
their primaries at the district level coordinating both marketing and supply 
functions of their affiliated societies, there can be no objection in restricting 
the membership of the apex societies to such district federations alone as 
in Andhra Pradesh. But in actual practice, most of the existing societies 
are not performing actual marketing operations but are doing distribution 
between these district societies and the primary societies. Actual marketing 
of agricultural produce is mostly done by the primary marketing societies. 
In these circumstances, it would be unrealistic, if the membership is to be 
confined to district societies only. 

5.44. We, therefore, consider that the membership of apex marketing 
societies should be open to all the district regional and primary marketing 
societies as well as processing societies in the State, so that the apex 
societies can effectively represent them and coordinate their activities. We 
also consider it not desirable to have agricultural credit and other types of 
societies as members of apex marketing societies and that individuals should 
have no place whatsoever at this level. It will be necessary to re-organise 
the present membership of these societies by disaffiliating gradually the 
societies not directly concerned with marketing and processing of agricul¬ 
tural produce, as well as individuals and make the apex societies purely 
federal organisations of cooperative marketing and processing societies at 
the State-level. 

In a number of States, a large number of marketing and processing 
societies have not yet been admitted as members of the apenx marketing 
societies, particularly in Andhra Pradesh, West Bengal, Assam, Punjab and 
Madras States. Immediate steps are necessary to affiliate all marketing 
and processing societies in the State with the apex marketing society. 



Chapter VI 


MANAGEMENT AND PERSONNEL 
Management 

Primary marketing societies—Representation on Board of Management for 

affiliated societies and individual members 

6.1. In Chapter V, we have indicated that it would be necessary for 
primary marketing societies to have, as their members, both agricultural 
credit societies and individual growers for a long time to come for various 
practical reasons. So long as this position continues, it is necessary to 
ensure that both the agricultural credit societies and individual growers are 
given adequate representation on the board of management of the primary 
marketing society. There is, however, no uniformity at present in the matter 
of allocation of seats on the managing committee between agricultural 
credit/service societies and individual members. In a few States, there is 
a specific provision in the bye-laws of the societies fixing a definite propor¬ 
tion of seats for societies’ representatives, while in others no such provision 
exists. It is observed from the replies to the questionnaire received from 
primary marketing societies, that in the societies in Andhra Pradesh and 
Kerala, the representatives of individual members are in a majority in their 
boards of management, while in Gujarat and Punjab, the representatives of 
individuals and credit societies are equal in most cases. In other States 
the representatives of affiliated societies have been given a major share in 
the management boards. 

6.2. In this connection a view is held that at present most of the 
average farmers, who are members of the village credit societies, do not 
have any real marketable surplus to sell and that it is the medium and 
large producers who actually bring their produce to the marketing societies. 
In such circumstances, giving a majority representation to the societies on 
the board may not be desirable, inasmuchas such representatives will not 
represent the growers who actually bring their produce to the marketing 
society. 

6.3. This question was considered by the Regional Seminar on Co¬ 
operative Marketing held at Agra in February, 1961 and the Seminar 
recommended as follows :— 

“It was felt that both individual producers and member-societies 
should have a certain minimum representation on the managing 
committee of the primary marketing society, provided a certain 
minimum number of individual producers and credit societies 
was enrolled as members of the marketing societies. Such 
minimum may be determined in the light of local conditions. In 
addition to this minimum representation, individual producers 
and member-societies may share additional seats on, the manag¬ 
ing committee generally in proportion to the extent to which 
either of these categories of membership was having dealings 
with the marketing society. The seminar noted that as regards 
dealings with the marketing society were concerned, two different 
situations prevailed in various parts of the northern region. In 
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the situation obtaining generally in hill areas, such as 
Assam, in the absence of established markets, the produce was 
generally sold at the village level and hence the marketing 
societies were receiving their slocks through the primary credit 
societies. In other areas, such as Uttar Pradesh, bulk of the 
produce was going to the marketing society directly through 
individual members who were carting their produce from their 
villages to the marke.ing centre. It was, therefore, felt that the 
relative importance of individual producers and primary credit 
societies as members of the marketing society would tend to 
vary and it should also be reflected in the composition of the 
managing committee. In any case, the Seminar felt that uniform 
or rigid approach in this connection would not be desirable.” 

6.4. The Study Team on Cooperative Marketing of Specified Plantation 
Crops appointed by the National Cooperative Development Corporation, 
which also went in to this question, recommended as follows :—* 

“In the board of directors of marketing societies, a certain minimum 
representation may be assured for representatives of affiliated 
village societies. Similar representation may also be provided 
to individual grower members. It might be helpful if a certain 
number of seats on the board of management are left to be filled 
in, depending on how the marketing society obtains its business 
turnover. In areas, where bulk of the produce handled by a 
marketing society is routed through village cooperatives, the 
latter’s representatives may fill the remaining seats. In other 
cases, where bulk, if not the whole of the produce comes to 
the marketing society through individual producers, the latter 
should be entitled to occupy the remaining seats on the board 
of management. 

6.5. A distinguished cooperator, who met the Committee, suggested 
that agricultural credit societies should he given two-thirds representation 
on the board of management of primary marketing societies, while the 
other one-third might come from government and individuals. Another 
eminent cooperator, however, suggested that marketing cooperatives should 
have only village societies as members and, therefore, a majority of the 
seats in their boards of management should go to the representatives of 
societies, a minimum number of representatives of individuals, however, be¬ 
ing provided to ensure that their view point is taken into account before 
decisions are taken. He also added that representatives of individuals should 
not hold any executive office. 

6.6. We agree that since an agricultural credit/service society represents 
a large number of agricultural families in its area of operations, it cannot 
be equated with an individual member for purposes of voting rights under 
the priciple of ‘one man, one vote’. Again, if a large number of individuals 
are allowed to be on the board of management of marketing societies, there 
is always the risk of vested interests getting into the management and it will 
be very difficult to eliminate them at a later stage. With the emphasis now 
laid on effective linking of credit with marketing, the role of village societies 
in the assembling of produce will improve in future. Further, the village 
societies are closely associated with the marketing cooperatives in their dis¬ 
tribution and supply activities. It is, therefore, necessary that due weightage 

*Report of the Study Team on Cooperative Marketing of Specified Plantation crops 
(1964), NCDC. para 6 12. 
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should be given to the village societies in the matter of representation on 
the board of management of marketing societies. 

6.7. We, however, consider that the proportion of two-thirds suggested 
in this connection will be u n realistic in the prevailing marketing structure at 
the primary level. In most of the areas, the role of village societies in the. 
collection of produce has almost been nil or negligible. In such cases, it 
will not be proper to give a major share in the board of management to 
representatives of village societies, which have contributed little to actual 
marketing of the produce. Such an action, may tend to wean away the 
few producers who now bring their produce directly to the marketing socie-* 
ties. At the same time, we are aware of the need to give the village societies 
a fair proportion of seats in the board of management. 

6.8. In this connection, we consider that the recommendation of the 

Study Team on Cooperative Marketing of Specified Plantation Crops referred 
to in paragraph 6.4 above strikes a balance between the interests of the 
village societies and individual growers. In order to ensure that the relative 
importance of individual members and agricultural credit societies with 
reference to their actual share in the business turnover with the marketing 
society is reflected in the composition of the managing committee of the 
marketing society, we consider that both individual producer-members and 
member-societies should have a certain minimum representation on the 
managing committee of primary marketing societies, provided a certain 
minimum number of individual producers and agricultural societies was en¬ 
rolled as members of such societies. Such minimum may be determined 
in the light of local conditions, but it should be ensured that the share 

of agricultural credit societies is not less than one-third of the strength 

of the board of management, if more than fifty per cent of such societies 
in the area have been affiliated. In addition to this minimum representa¬ 
tion, individual producer-members and member societies may share the 
remaining seats on the managing committee generally in proportion to the 
extent to which these categories of members were having dealings with the 
marketing society. 

6.9. With a view to ensuring that only bom fide producers are elected 

to the managing committee, it is desirable to prescribe in the by-laws of 
the societies, that to be eligible for election, a representative of an affiliated 
society or an individual member should have sold a sizeable share of the 
marketable surplus of his produce through the marketing society in the 
preceding two years. He should also undertake to sell his produce through 

the marketing society during his term of office, failing which he should be 

disqualified from continuing as a director. These provisions, we hope, 
would ensure, to a great extent, genuine growers being elected to the board 
of management of primary marketing cooperatives. In the case of new 
societies, however, some relaxation will be necessary in this regard. 

6.10. We also consider it desirable to lay down similar qualifications for 
voting rights of individual members so that only such members who con¬ 
sistently sell their produce through the society would have a voice in its 
management. This would, incidentally, eliminate the unhealthy practice of 
enrolling a large number of members just for sake of votes. This procedure 
should, however, be introduced after one or two years after due notice, 
so that in the intervening period all the members may have an opportunity 
to bring their produce to the marketing society. 

LI Deptt. of CD&C/66—3 
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6.11. It is also necessary that in the matter of filling the seats reserved 
for member societies and individual members, there should be separate 
electoral colleges for each of the two categories of members. In course of 
time, it may be desirable to restrict the voting rights to the representatives 
of only such societies which have arranged for collection of produce of their 
members, and its sale through the marketing society, so that inactive societies 
may not have any voice in the management of the marketing society. 

Representation to growers of specialised crops 

6.12. There are a few primary marketing societies which, besides deal¬ 
ing in the main crop of the area, also deal in other crops, such as fruits 
and vegetables, etc. In such cases, if the crop concerned is exclusively 
grown by a sizeable number of farmers, it may be necessary to provide a 
separate and equitable representation for them on the board of manage¬ 
ment of the marketing society to look after their interests. 

Government nominees 

6.13. From the replies to the questionnaire of the Committee, we found 
that in many of the state-partnered primary marketing societies, there were, 
as a rule, 3 to 4 government nominees representing about one-third to one 
fourth of the total number of directors, irrespective of the extent of deve¬ 
lopment of the society concerned. The Committee on Cooperative Law had 
recommended that, when a society receives government assistance in the 
form of share capital loans, or guarantee for debentures or loans, govern¬ 
ment may nominate one-third of the members on the committee of manage¬ 
ment or 3 whichever is less. The Ramniwas Mirdha Committee on Co¬ 
operation also endorsed this recommendation. While there may be need 
for government nominees to safeguard the government investments in such 
societies, we consider that the number of such nominees in some of the 
societies is on the high side. We, therefore, suggest that such nominees 
should be restricted to the absolute minimum which may be determined by 
the State Governments with reference to local conditions, such as the extent 
of development of the society concerned, backwardness of the area, avail¬ 
ability of enlightened cooperative leadership, etc. 

6.14. In this connection, we endorse the following recommendations of 
the Ramniwas Mirdha Committee on Cooperation (1965):— 

(a) Nomination to the board of management of cooperatives by 
government should be limited to one-third of the total num¬ 
ber of directors or 3 whichever is less through an amendment 
to existing cooperative law in various States, where it has not 
already been done. 

(b) Nomination by government should be confined to government 
servants only so as to ensure that the power of nomination is 
not used for any political purposes or for supporting or assist¬ 
ing any group or faction within the society. 

(c) A Government nominated director must attend the meetings of 
the committee regularly and in case of his absence from any 
meeting, a report should be made to his superior officer con¬ 
cerned, who should satisfy himself that the absence was justified. 

(d) The provision in the bye-laws that a member absenting himself 
in a prescribed number of meetings consecutivelv will forfeit 
his place in the committee should be made applicable to govern¬ 
ment nominees also so as to ensure their regular attendance. 
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(e) It should be obligatory for a nominated director, whenever he 
finds the committee taking a decision which is contrary to the 
best interest of the society, to express his opinion clearly to the 
committee and where he is over-ruled, he must record a minute 
of dissent. If he does not do so, he must be presumed to have 
acquiesced in the decisions of the committee and must be held 
jointly responsible, with other directors, for the consequences 
of such decisions. 

(f) Nominated directors should not be exempted from the opera¬ 
tion of the provision regarding surcharge and other penalties 
which are applicable to elected directors. 

(g) It should be incumbent on the nominated directors to maintain 
vigilance to ensure that (i) general meetings are held regu¬ 
larly, (ii) arrangements for election are made in time, (iii) 
accounts of the society are maintained uptodate, and (iv) meet¬ 
ings of the managing committee are held at intervals prescribed 
in the by-laws. 

(h) If, in spite of his best efforts, a nominated director finds that 
the committee of management is acting contrary to the rules and 
bye-laws, he must quickly bring it to the notice of the nominat¬ 
ing authority as well as to the higher level federal body.* 

Infiltration of traders in the management of societies 

6.15. It was represented that one of the reasons for the slow progress 
of cooperative marketing in the country is the infiltration of vested interests, 
viz., traders, producer-cwm-traders, money-lender-cwm-traders, etc. into the 
management of marketing societies in some form or other and that they 
naturally evade to adopt any measures for development of cooperative 
marketing which may affect their interests. With a view to preventing such 
infiltration, the Committee on Coopera’ive Law suggested the following pro¬ 
vision in the model bye-laws for marketing societies : 

“Qualifications and Disqualifications of Membership of Board : 

(1) No person shall be eligible for appointment as a member of 
the Board of Directors if he does similar business as that of 
the society either in his own name or in the name of a relative 
or in any other name; or is a trader of a village or professional 
money-lender; and 

(2) a member of the Board of Directors of the society shall cease 
to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above.” 

The then Union Ministry of Community Development and Cooperation 
had suggested to the State Governments to take suitable steps to have the 
by-laws of marketing societies amended on the above lines and also to 
ensure that a close watch is kept by the supervisory staff of the Cooperative 
Department to prevent infiltration of traders on the management. In spite 
of these suggestions, it is found that the by-laws of a number of societies 
do not contain such a provision. The Mirdha Committee on Cooperation, 
during its visit to a cooperative marketing society in a State, found that 
more than 50 per cent of the produce handled by that society was supplied 

*Report of the Ramniwas Mirdha Committee on Cooperation (1965), Min. of CD & C, 

Chapter VI, para 26. 
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to it by members who were themselves traders in cottons and who collected 
the raw produce from either member-agriculturists or non-member- 
agriculturists. Such an arrangement deprives the farmer-members of the 
full value which they would have otherwise got for their produce sold directly 
through the society. The Mirdha Committee, therefore, recommended that 
even producer-cwm-traders should not be allowed to become full members 
and that they may become associate and nominal members, without right to 
vote or participation in management as their occupational interests will 
conflict with those of a marketing society.* We endorse these recommenda¬ 
tions and suggest that suitable steps should be taken to amend the by-laws 
of the concerned marketing cooperatives on the above lines. 

6.16. Apart from making a provision in the by-laws as suggested by 
the Committee on Cooperative Law and Mirdha Committee, it is necessary 
that the supervisory staff of the Cooperative Department, central financing 
agencies and supervising unions, who inspect the societies, should be made 
responsible to ensure that such elements are kept away from the marketing 
societies. Another approach in this regard would be, as recommended 
earlier, to insist on compulsory sale of agricultural produce through the 
society for eligibility to become a director. As a further safeguard, a 
record of the extent of land cultivated by each member should be maintained 
by each marketing society and no peldge or other loans in excess of his 
genuine requirements based on his normal production from the land should 
be given to any member nor should outright purchases be made from such 
members in excess of such limits. 

District marketing societies—Representation on board of management 

6.17. The district marketing societies are expec'ed to be federal organi¬ 
sations consisting of primary marketing societies and processing societies, 
including special commodity societies wherever necessary. In such cases 
there should normally be no difficulty in the composition of their board 
of management. However, due to certain historical reasons, at present,, 
these societies have as their members besides the primary marketing societies, 
individuals, primary credit societies, consumer stores, etc. In a few societies 
in a State, it was found that the number of seats on the board of manage¬ 
ment for primary marketing societies was too small, e.g., in a district supply 
and marketing society out of 17 directors, only 2 were reserved for primary 
marketing societies, while 5 seats were reserved for primary consumer stores 
and 3 seats for other types of societies. As these societies are mainly 
federations of primary marketing societies, it is necessary that the representa¬ 
tion to primary marketing societies is raised suitably so that they may have 
an effective and predominant voice in their management. Besides repre¬ 
sentation to primary marketing societies, special provision should be made 
for representation to independent processing and commodity societies, if 
they are in sufficient number and function through the district society con¬ 
cerned. Even according to the functions of a district marketing society, 
marketing including distribution and rural supply functions, forms a major 
share of their business turnover, and, therefore, a large representation to 
marketing societies is justified. 

State Marketing societies—Representation on board of management of 

6.18. The membership of State marketing societies normally consists of 
primary marketing societies and district marketing societies and independent 


♦Ramniwas Mirdha Committee on Cooperation (1965)—Chapter III, Paras. 6 & 7. 
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processing societies where they exist, except in Andhra Pradesh where it 
consists of only district marketing societies. In Madras, primary coopera¬ 
tive consumer stores are also members of the State society. There should 
normally be no conflict of interests between the district societies and primary 
marketing societies, as the former is expected to represent the latter societies. 
But in the existing structure, the district societies have as their members 
other types of societies, which sometimes results in conflict of interests. It 
may, therefore, be desirable to reserve a percentage of seats on the boards 
of management of apex societies separately for district primary marketing 
societies and independent processing societies. The exact proportion may 
be left to be fixed by each society concerned taking into consideration 
various local factors such as volume of business handled, patronage of apex 
society, etc. Where a considerable number of special commodity societies 
exists, it may be necessary to provide for special representation for them 
also. 

National Agricultural Cooperative Marketing Federation—Representation 

pn board of management of 

6.19. The membership of the National Federation is at present open 
only to State level marketing societies. Individual and lower level orga¬ 
nisations are not eligible for membership. In addition to representation to 
member-societies, there is provision for representation to the Government 
of India, State Trading Corporation, Reserve Bank of India, State Bank of 
India, National Cooperative of India and Bharat Rrishak Samaj on the 
board of management of the federation. We understand that provision is 
also being made to give representation to the National Cooperative Deve¬ 
lopment Corporation on the board. 

Besides the apex marketing societies, recently a number of bigger pro¬ 
cessing cooperative societies have come up or are proposed, e.g., sugar 
mills, spinning mills, jute mills, fruit and vegetable processing factories, 
solvent extraction plants, etc. There are also commodity federations, e.g., 
Mysore State Arecanut Marketing Federation, Gujarat State Fruits and 
Vegetable Marketing Federation, etc. While there is a separate federation 
for cooperative sugar factories at the national level, no such federation 
exists now for processing societies, commodity societies, etc. We recommend 
that, apart from the apex societies, the membership of the National Federa¬ 
tion should also be open to bigger processing societies of growers as well 
as commodity federations, so that it may truly represent all interests at the 
national level. 

We are not aware of the circumstances under which special representa¬ 
tion was given to the Bharat Krishak Samaj on the board of directors of 
the National Federation. We, however, consider that in a purely coopera¬ 
tive organisation as the National Federation, there is hardly any need for 
special representation to the Samaj, particularly as this may set a precedent 
for similar claims for representation to other bodies. 

Representation to marketing societies on management of financing agencies 

6.20. We found that, as a rule, representation is invariably given to 
central financing banks on the management of primary, district and State 
marketing societies, but similar representation exclusively for marketing 
societies on the management of these banks does not always exist. Even 
where it exists, marketing societies have been clubbed together. with other 
types of non-credit societies. While we recognise the justification for the 
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financing agency its nominee on the management of marketing societies 
at various levels not only 'to ensure proper utilisation of funds lent by it 
and their proper working, but also to advise on various financial matters, 
we consider that, at the same time, it is necessary and desirable that the 
financing agencies themselves should make similar provision for separate 
representation to marketing and processing societies on their boards of 
management, particularly as the volume of business with these societies 
handled by the banks is now considerable. We, therefore, recommend 
that central and State cooperative banks may make suitable provision in 
their by-laws for special representation exclusively to primary/district 
marketing societies and processing societies at the district level and the 
apex marketing societies at the State level wherever such a provision does 
not exist already. 

Mutual representation on management of marketing and consumers’ 
societies 

6.21. The need for effective coordination between marketing societies 
and consumers’ cooperatives has been stressed at several conferences of 
both consumers cooperatives and marketing cooperatives. As a first step 
towards this end, it is desirable that local marketing societies or the district 
marketing society, as the case may be, are represented on the management 
of the cooperative wholesale stores, and the wholesale stores are represented 
on the district marketing society. Similarly, in the apex marketing societies, 
now that state consumers federations are being formed in many States, 
mutual representation on their management is.desirable to ensure a closer 
coordination in their day-to-day working. Likewise their should be mutual 
representation on the boards of management of the national marketing and 
consumers federations. 

Personnel 

Need for efficient managerial staff 

6.22. Apart from the members of the board of directors, on whose 
wisdom, sagacity, diligence and prudence, the success of a marketing society 
will largely depend, the managerial personnel of marketing societies occupy 
an important role in carrying out the day-to-day business functions of the 
society. In order to avoid confusion in the working of cooperative market¬ 
ing societies, a line should be drawn between the authority of the managing 
committee on the one hand and that of the manager and his staff on the 
other. Broadly speaking, the managing committee should be a policy making 
body which should concentrate on taking objective decisions on matters 
of policy governing all aspects of the working of the institution, giving 
directions for the conduct of business to the manager and assessing, from 
time to time, the performance and progress made in the successful imple¬ 
mentation of their decisions. In practice also, it would be rather too 
much to expect the honorary directors of the cooperative institutions to act 
as wholetime workers and give full time attention to the day-to-day working 
of the cooperative societies. It is, therefore, not only necessary but also 
desirable that the board of directors should be assisted by efficient, trained 
and whole-time employees who may be given sufficient powers and a free 
hand in day-to-day management of affairs. 

6.23. As mentioned above, a great deal of functional success of the 
cooperative marketing societies would depend upon the selection of efficient 
managers, and the amount of confidence and authority vested in them. In 
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a way, the work of a manager of a cooperative organisation is much more 
difficult than that of the manager of a private concern. In a private con¬ 
cern, the manager works under an unified command and once he proves 
his competence in the handling of situations, he is generally given a free 
hand to carry on the business. Moreover, he is not concerned with any 
ideological considerations, the only criteria of his success being the earn¬ 
ing of profit. In a cooperative organisation, on the other hand, the manager 
is responsible to what may be called ‘a diffused command’. He is expected 
not only to function in an efficient manner applying sound business 
techniques, but at the same time, he has also to observe the cooperative 
principles and to strike a balance between the convenience of the share¬ 
holders on the one hand and the soundness of business on the other. He 
has also to give sound and considered advice to the board of management 
and help them in taking sound business decisions. The manager of a 
marketing society should, therefore, be an efficient person with necessary 
training and experience in marketing techniques, as well as cooperative 
principles and practices. Great care is, therefore, necessary in his selection. 

Need for creation of common managerial cadre for marketing societies 

6.24. Many of the marketing societies, particularly those at the primary 
level, are not, however, able to attract the right type of managerial staff for 
varying reasons, e.g., (i) they are not able to pay them suitable remunera¬ 
tion due to their meagre finances and inadequate business, (ii) there is no 
security of tenure or further prospects of promotion, (iii) reluctance on 
the part of the board of directors, composed of farmers having low incomes 
themselves, to pay a higher salary to competent managers, and (iv) local 
favouritism in making appointments without reference to the qualifications 
and experience of the candidates. The seriousness of the problem of staffing 
cooperative societies with the right type of personnel and the necessity of 
regulating its recruitment and prescribing the terms and conditions of service 
of the persons recruited in such a manner as would enable a society to 
attract and retain the right type of persons, are acknowledged on all hands. 
However, the same unanimity does not, unfortunately, prevail in the matter 
of evolving an effective solution to the problem and deciding on the agency 
and mode of regulation. For, ‘the entire problem involves complex questions 
of ideological allergies and antipathies, local prerogatives and privileges, 
parochial sentiments and susceptibilities, and practical conditions and con¬ 
siderations.’ The best way to ensure a competent manager, who can work 
impartially without local affinities, is to have a common cadre for the State 
so that he could have not only security of tenure but also incentives by way 
of promotions, etc. for hard and efficient work. 

Creation of pool of managerial personnel with apex societies 

6.25. We, therefore, strongly recommend that, with a view to attract¬ 
ing competent managerial personnel common managerial cadres should be 
created for the cooperative marketing societies in each State. We are, 
however, aware that under the exis'ing conditions, it may be difficult to 
create a common cadre immediately, as a large number of co-operative 
marketing societies have already been organised and necessary appointments 
made locally. It would be a difficult task to replace the existing unqualified 
managers in marketing societies. Even for credit institutions,"in such co¬ 
operatively advanced States as Maharashtra and Madras, it has not been 
possible to create a common cadre for various reasons. In spite of these 
handicaps, we are convinced that sooner or later, a beginning has to be 
made towards the establishment of a ‘common cadre’ and no purpose would 
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be served by postponing the issue indefinitely. We, therefore, recommend 
that pending creation of a common cadre, a beginning should be made in 
this regard by creating a pool of managerial personnel with the apex market¬ 
ing societies, which could form the nucleus for a common cadre. Thus, 
the apex marketing society may recruit a limited number of personnel with 
the requisite qualifications and experience on suitable scales of pay and 
give them intensive training for manning the posts of managers/secretaries, 
etc. of the marketing societies at the primary and district levels. In a 
number of marketing societies, for want of suitable personnel, government 
officers of the Cooperative department are working as secretaries/managers 
on deputation. Initially, such government officers may be replaced by 
persons drawn from the pool. In the case of societies newly organised 
and also in existing societies wherein vacancies arise, the personnel could 
be deputed from the pool. Some agreed formula for meeting the salaries, 
provident fund, leave benefits, etc. could be evolved between the apex 
marketing society and the other marketing societies taking the services of 
persons from the common pool. While making appointments to the pool 
in the initial stages, the claims of persons already working with the various 
marketing societies who possess the requisite qualifications and experience 
should also be considered, so that in course of a few years, a majority, 
if not all, of the managers will be borne on the common cadre of the apex 
society. Similarly arrangements should be made for accountants and other 
senior posts. The scales of pay may be fixed on a graded scale to suit the 
needs of marketing cooperatives with different stages of development and 
business turnover. 

6.26. In the initial stages, when the candidates recruited will have to 
be given training and to provide for periods of unemployment, leave, etc., 
it is necessary that the apex societies should be given suitable subsidy for 
the purpose. We understand that the National Cooperative Development 
Corporation has recently communicated a scheme to State Governments to 
enable apex marketing societies to build up a pool of key personnel suitable 
for appointment as managers, etc. of marketing/processing societies. The 
pool is intended to be utilised by the apex societies for lend¬ 
ing suitable personnel to their affiliated societies. In due course 
the pool will form the nucleus for a common cadre of managerial personnel 
of marketing/processing societies. Under the scheme the full emoluments 
of the persons recruited each year for the first year, when they will be 
under training, and 10 per cent of the emoluments in subsequent years 
towards leave etc., reserve will be borne by the Government. By the end 
of the fifth year, the apex marketing societies are required to bear the entire 
cost, as, by that time, it is expected that all the personnel would be absorbed 
in the primary marketing societies. The candidates will be given intensive 
job training for about a year after which they will be deputed to marketing/ 
processing societies. 

We recommend that the scheme may be implemented expeditiously in 
all States so that the cadres could be established as early as possible. 

6.27. During the Fourth Plan period, additional share capital contribu¬ 
tion by Government is envisaged to the marketing societies at various levels. 
With a view to ensuring that unqualified managers are replaced as early as 
possible, we recommend that as part of the above scheme, a condition that 
the marketing society concerned should employ a trained manager either 
from the common pool available with State marketing society or otherwise, 
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where no pool is available, may be laid down by the State Governments 
before contributing the additional share capital or giving managerial subsidy. 

6.28. The constitution of a common cadre for all marketing societies 
would take some time and in the meantime it is necessary to make some 
interim arrangements for improving the efficiency of the managers even 
under the existing set up. Even after the common cadre is introduced, it 
will cover only the higher personnel like secretaries, managers and suitable 
arrangements would still be necessary for recruitment of other categories 
-of personnel. In this connection, we recommend the following measures :— 

(i) In some of the States, conditions of service governing method 
of recruitment, qualifications, disciplinary control, etc. have 
been statutorily laid down as part of the cooperative rules or 
by-laws of marketing societies. With a view to preventing 
appointment of unqualified staff, it is necessary that rules gov¬ 
erning the recruitment of the various categories of staff be laid 
down for all marketing societies, where they have not already 
been done. 

(ii) While, for obvious reasons, it may be difficult to take away 
immediately the jurisdiction of the local board of directors for 
selection of staff, it is desirable to set up, for recruitment to the 
posts of managers and to other senior posts in primary market¬ 
ing societies and district marketing societies, a selection board 
consisting of representatives of the board of directors of the 
society concerned as well as the apex marketing society and 
the State cooperative department so that local influence, which 
it will be otherwise difficult to avoid in such appointments, 
could be reduced to the minimum and really efficient personnel 
could be recruited. 

(iii) In the initial period, the government should subsidise the cost 
of managerial staff of marketing societies. Even now the 
marketing societies are granted managerial subsidies by State 
Governments. We. understand that in the Fourth Plan provision 
is being made for a subsidy of Rs. 10,000 per primary market¬ 
ing society as against the existing Rs. 4,500. This subsidy 
should be made available to existing societies also to replace 
the unqualified staff with trained personnel and it should be 
spread over a period of 3 to 5 years on a sliding scale. 

Deputation of Government officers to cooperative marketing societies 

6.29. In a few States, particularly Andhra Pradesh, Madras, Mysore and 
Orissa, a large number of Government officers of the State cooperative 
departments have been deputed to work as managers/secretaries of coopera¬ 
tive marketing societies. In such cases, we were given to understand that 
the suitability of a particular officer for the job is not always borne in mind 
and that the postings are made mostly to suit administrative convenience, 
irrespective of the aptitude, training and competence of the officer concerned 
for the job. It was also learnt that the boards of management of societies 
themselves preferred government officers, as in that case, they would not 
only be saved from the trouble of securing the services of suitable and reliable 
persons, but also their responsibility for the proper working of the society 
would be reduced. Further it was stated that it would ensure smooth rela¬ 
tionship with the cooperative department. While quite a few officers have 



70 


been doing good and sincere work, the procedure now followed, in our 
opinion, is not sound in principle. Every officer of the Cooperative depart¬ 
ment will not necessarily have the requisite aptitude and business acumen, 
particularly to run a marketing society. In this connection, we have to 
reiterate the following views expressed by the Mehta Committee on Co¬ 
operative Administration (1963) :* 

“The officers of the cooperative department have been deputed to 
hold chief executive posts in a large number of institutions. 
These officers influence the decisions of the boards in institutions 
where they work. It is not in every case that the departmental 
officer is adequately trained to manage the institution to which 
he is deputed. Some amount of specialisation is necessary to 
manage institutions like central cooperative banks, marketing 
societies, land mortgage banks, farming societies, consumers’ 
stores, etc. No special efforts have been made to build up 
such specialized staff within the cooperative department in any 
appreciable degree although the matter has just begun to receive 
some attention in Andhra Pradesh. Moreover, as the depart¬ 
mental officers are posted to the institutions on a deputation 
basis and are changed from time to time, they may not apply 
themselves whole heartedly to the building up of the institutions 
and there is the possibility of their training the period of depu¬ 
tation with the institutions as a mere stage in their service in the 
department. It cannot also be assumed that they would deve¬ 
lop in every case a sense of identification with the institutions 
to which they are posted.” 

Need for placing Government officers deputed to marketing societies under 
the control of board of management 

6.30. We also observed that in certain States, when Government officers 
are deputed to work as secretaries or managers of cooperative marketing 
societies, they are not placed under the control of the board of management 
of the societies concerned on the usual foreign service terms. For instance, 
in Madras and Andhra Pradesh, a large number of officers of the State 
Cooperative department are posted to work in cooperative institutions by 
creating posts of Inspectors, etc. in the department as temporary additions 
to the departmental cadres, to work as secretaries/managers, etc. in co¬ 
operative institutions either free of cost in lieu of managerial subsidy or 
under what is known as ‘Fundamental Rule 127’. In the latter case, the post 
is borne in the cadre of the department, but the society concerned is required 
to pay the average cost of the post, although, in most cases, the actual 
salary drawn by the officer concerned will be much less. The societies, in 
such cases, are required to bear heavy cost in respect of the service of even 
junior officers. 

6.31. This apart, in these cases, technically and for all practical purposes, 
the officers continue to form part of the departmental cadre for purposes 
of drawal of pay, sanction of leave, disciplinary control, etc. Even the 
annual character rolls on such officers, we understand, are written by the 
district officers and not by the Chairman of the society concerned. This 
expediency is obviously adopted to suit some administrative convenience. 
For instance, in Madras and Andhra Pradesh, we learnt that under the 

♦Mehta Committee on Cooperative Admir.i:.traticn (1963) N. C. D. C. Chapter 
<111,Para 3. 
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rules governing conditions of service of Government officers, service of a 
probationary officer in a cooperative institution under foreign service terms 
cannot be reckoned as ‘service under Government’, for purposes of probation 
and, therefore, such officers are posted against posts sanctioned under 
‘Fundamental Rule 127’ to overcome this provision. We consider that in 
such cases, the remedy lies in either refraining from deputing junior pro¬ 
bationary officers to the societies at all or in suitably amending the rules. 

6.32. Where societies are to be granted managerial subsidies in the 
formative stages, it has been found that, in a number of cases, the State 
Governments sanction temporary additions to the cadre of the department 
to work in the societies concerned free of cost or at part cost. We under¬ 
stand that this procedure is followed as the Finance departments of the 
State Governments are usually averse to sanctioning ‘cash subsidies’ to the 
societies and it is often easier to get additional posts sanctioned instead. 
This is an unsatisfactory position both from the administrative point of 
view and also from the tax payers’ point of view, in that, such assistance 
amounts to hidden subsidies to the societies not separately exhibited in the 
State budget. 

6.33. The Mehta Committee on Administration has also strongly depre¬ 
cated these practices. If a Government officer has to be deputed to a market¬ 
ing society, he should be deputed on the usual foreign service terms and 
the board of management of the society concerned should have full control 
over him in all matters relating to his selection, disciplinary control, sanction 
of leave, writing of annual confidential reports on his work and conduct, etc. 
If financial assistance needs to be granted, it should be in the form of cash 
subsidies to meet the cost of such officers deputed either in full or in part 
according to the patterns of assistance. 

6.34. In this connection, we endorse the following suggestions made by 
the Mehta Committee on Cooperative Administration (1963)* :— 

(i) “The State Government should clearly explain to the societies 
that, subject to certain qualifications that may be prescribed, 
they are free to select their employees and that the quantum 
or the continuance of managerial subsidy is not contingent on 
their obtaining the services of a departmental officer. It would, 
of course be open to State governments to lay down minimum 
qualifications for various posts, the cost of which is to be met 
out of the managerial subsidy. 

(ii) If the board of directors of any society decides to ask for the 
services of a Government official on deputation, then the proper 
course would be for it to request the Registrar of Cooperative 
Societies to send it a panel of names of suitable Government 
officials along with their character rolls; the selection should 
be made by the board of directors of the society itself. 

(iii) The president of the board of directors of the society should 
be entitled to enter in the confidential file of the Government 
official, remarks regarding his conduct and work during the 
period of deputation with the society. 

(iv) The board of directors should be entitled to recommend disci¬ 
plinary action against the Government official concerned, if 
after following the prescribed formalities, it comes to the con- 

♦Report of the Mehta Committee on Cooperative Administration (1963), 
Chapter VIII, Para 7. 
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elusion that he has been remiss in the performance of his 
duties.” 

Interference by directors in day-to-day management to be avoided 

6.35. Another common complaint relating to cooperatives is dissensions 
among officials, directors and members of the organisations and interference 
by influential directors in the day-to-day working of the society. It is an 
accepted concept of cooperative management that directors, while laying 
down the board policy and principles and ensuring their proper observance 
by the manager, should not interfere in the day-to-day working of the 
societies, which should be the responsibility of the manager. They should, 
however, keep themselves informed about the business affairs of the society 
and should not abdicate policy making to the manager. Good management 
usually cannot be attained merely by hiring the best possible manager and 
then forgetting about the matter until trouble develops. It calls for constant 
team work, effort and conscientious decisions on the part of everyone from 
member to manager. The demarcation of functions between the board of 
directors and the manager should be clearly laid down in the by-laws and 
strictly observed. 

Training of managerial personnel in marketing societies 

6.36. Proper training of the managers of cooperative marketing societies 
is necessary for the efficient performance of their duties. It was noticed 
that out of the 144 primary marketing societies which have responded to 
the questionnaire of the Committee, 138 societies had full time paid 
managers. Of these, 46 were officers of the State Cooperative departments, 
while 92 were employees of the societies concerned. Of these, only 47 
had undergone training in cooperative marketing. The State-wise position 
in this regard as on 31-12-1964 may be seen from the following table :— 


S. State/Union Terrtories 

Mo. 


Mo. of sees 
having full 
time 

managers 

Mo. on 
deputation 
from Coop, 
departments 

Of them 

No. who 
had under¬ 
gone train¬ 
ing in coop, 
marketing 

Mo. oP 
untrained 
managers 

1 2 



3 

4 

5 

6 

1. Anclht a Pradesh 



13 

9 

2 

11 

2. Assam 

3. Bihar 



8 

1 

-Not receiv&d.— 

7 

4. Gujarat 



23 

1 

1 

22 

5. Kerala 



5 

2 

3 

6. Madras 



10 

10 

5 

5 

7. Madhya Pradesh 



15 

4 

7 

8 

8. Maharashtra . 



16 

6 

5 

11 

9. Mysore 



5 

4 

... 

5 

10. Orissa 



5 

4 

2 

3 

11. Punjab 



6 

i 

3 

3 

12. Rajasthan 



7 

2 

4 

3 

13. Uttar Pradesh 



10 

3 

8 

2 

14. West Bengal . 



7 


3 

4 

15. Jammu & Kashmir 




-Mot received— 

— 

JJ. Territories — 

1. Delhi 


. 

3 


i 

2 

2. Tripura 

3. Himachal Pradesh 

• 

• 

3 

2 

2 

2 

1 

1 

1 

Total 

. 


138 

46 

47 

91 

--- -- 

— 

- 

- — -- 

--— *— — — 

— * — — 

— • —• 
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6.37. It may be seen from the above, that out of 138 societies having 
full time managers, as many as 91 had untrained managers. The percentage 
of untrained managers is particularly large in Andhra Pradesh, Assam, 
Gujarat, Madhya Pradesh and Maharashtra. In Uttar Pradesh, however, 
8 managers in out of the 10 reporting societies had undergone the training. 
It is essential that the existing untrained managers are either deputed for 
training or if this is not possible, they should be replaced as early as pos¬ 
sible. Exceptions should, however, be made in respect of those who have 
acquired the required knowledge and experience through their long service 
and who may not, therefore, need any further training and are otherwise 
considered suitable. 

6.38. Many of the marketing societies may not be in a position to depute 
their staff for training due to their slender resources, as they have to incur 
double expenditure in appointing substitutes. We consider it desirable that 
the Government should meet, in suitable cases where the societies are weak 
and unable to meet the cost without affecting their financial position, the 
expenditure on the training of existing personnel, including their salary dur¬ 
ing the period of training, so that marketing societies could increasingly 
depute their managerial staff for training. We also suggest that suitable 
agreements should be obtained from the personnel sent for training at the 
cost of societies or Government, requiring them to serve the society con¬ 
cerned for a minimum period after completion of training and to refund 
the cost of training in case of failure to do so, so as to prevent desertion of 
the candidates after training. 

Arrangements for training in cooperative marketing 

6.39. The Committee for Cooperative Training has been conducting 
special courses in cooperative marketing in the various regional cooperative 
training centres run by it. The courses are now being run at Poona, 
Bangalore and Indore and are intended for the intermediate category of 
officers of the cooperative marketing societies and cooperative departments. 
We learn that the above Committee is contemplating to start separate courses 
in cooperative marketing at the National Cooperative College and Research 
Institute, Poona for senior officers of higher level marketing societies and 
Cooperative departments. Prior to July, 1962, the courses were conducted 
at Poona, Madras, Indore, Meerut and Ranchi and were of two types—one 
of a duration of 4 months for either graduates or experienced persons and 
the other of a comparatively longer duration of 6 months for under-graduates 
and inexperienced persons. As these courses were by and large under¬ 
utilised, the courses at Ranchi and Meerut centres were discontinued in 
July, 1962 and only one type of special course in cooperative marketing is 
being conducted since 1963-64. The duration of the revised course is of 
18 weeks consisting of theoretical and practical training as under :— 

1. A condensed basic course providing instruction 
in principles and practice of Cooperation, Co¬ 
operative Law, etc. called as “condensed basic 
course” 

2. First part of theoretical training—instruction 
in the subject of agricultural and cooperative 
marketing 

3. Practical training (observation tour) 

4. Second part of theoretical training—instruction 
in agricultural and cooperative marketing 


4 weeks 

4 weeks 

2 weeks 

3 weeks 
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5. Field attachment .... . . .. 4 weeks 

6. Class-room work, examination, etc. .. 1 week 

Content of present course of training in cooperative marketing 

6.40. A copy of the syllabus for the course may be seen at Annexure XV. 
A dmis sion to this course is open to candidates who are graduates, under¬ 
graduates, or intermediates with little or no experience or matriculates with 
at least six months experience in a cooperative marketing institution. Candi¬ 
dates, who have already undergone some basic training course in a co¬ 
operative training centre or who are graduates with two years experience in 
cooperative movement, are exempted from undergoing the condensed basic 
course of first four weeks. The theoretical training is imparted at the co¬ 
operative training centre concerned, while during practical training, the 
trainees are taken to the following types of societies for study :— 

(i) A market committee. 

(ii) A primary marketing society. 

(iii) A district cooperative marketing federation. 

(iv) Apex cooperative marketing federation. 

(v) A cooperative central bank and an affiliated service society with 
a view to studying linking of credit with marketing. 

(vi) State Bank cvf India with a view to studying the processing of 
loan applications of a marketing society. 

(vii) A processing society. 

(viii) A State or Central Warehouses. 

During the course of 4 weeks field attachment, the candidates are 
attached to marketing societies selected with reference to the individual 
needs of trainees concerned for job training. 

Progress of training courses in cooperative marketing 

6.41. The present capacity at each of the training centres at Poona, 
Indore and Bangalore is 35 and normally 21 sessions of this course are 
conducted at each of these centres every year. As on 31-12-1964, 1,922 
candidates—1,606 from State Cooperative departments and 316 from co¬ 
operative institutions were trained in the above courses and 75 were under 
training as under :— 



Name of the training Training 
centre capacity 

Total 
No. of 
courses 
organised 

No. of candidates 
trained (as on 
31-12-1964) 

Total 

Under 
training 
as on 
31-12-64 


Depart¬ 

mental 

Institu¬ 

tional 


1 

2 

3 

4 

5 

6 

7 

1 . 

Indore 

(35) 

13 

158 

123 

281 

28 

2. 

Poona 

(35) 

21 

458 

81 

539 

28 

3. 

4. 

Madras (Course 
shifted to 

Bangalore) 
Bangalore . 

(35) 

First 

17 

352 

33 

385 

26 

5. 

Meerut and 
Ranchi 
(Courses dis¬ 
continued) 

course 
7-9-64 to 
19-1-1965 

29 

638 

79 

717 



Total 



1,606 

316 

1,922 

75 




75 


6.42. The State-wise position in this regard is given below :—@ 


No. of 
pry. mktg. 

State/ Union territories as on 

30-6-1963 ^ 

The number of persons trained 

in cooperative marketing course upto 
31-12-1964 

Deptt.* 

Inst.** - 

Total 

1 

2 

3 

4 

5 

1. Andhra Pradesh 

215 

141 

11 

152 

2. Assam 

187 

51 

1 

52 

3. Bihar 

218 

252 

3 

255 

4. Gujarat 

295 

28 

6 

34 

5. Jammu & Kashmir 

46 

3 

1 

4 

6. Madhya Pradesh 

232 

107 

74 

181 

7. Kerala 

72 

36 

31 

67 

8. Madras 

127 

158 

14 

172 

9. Maharashtra . 

377 

97 

1 

98 

10. Mysore 

265 

85 

22 

107 

11. Orissa 

83 

52 

3 

55 

12. Punjab 

173 

41 

51 

92 

13. Rajasthan 

142 

98 

27 

125 

14. Uttar Pradesh 

232 

294 


294 

15. West Bengal 

277 

67 

33 

106 

Erstwhile Bombay State 


42 

24 

66 

1. A. & N. Islands 

29 

, , 

, . 

, . 

2. Delhi 

79 

2 

1 

3 

3. Goa, Daman & Diu 



, . 

. . 

4. Himachal Pradesh . 

18 

14 

, . 

14 

5. Laccadives 

9 

2 

... 

2 

6. Manipur 


10 

1- 

11 

7. Nefa .... 




... 

8. Pondicherry . 

3 

4 


4 

9. Tripura 

38 

15 

5 

20 

Foreign trainees 


7 


7 

Reserve Bank employees 


- 

7 

7 

Total . 

3,121 

1,606 

316 

1,922 


During the year 1965-66 another 92 candidates from State Cooperative 
departments and 28 from cooperative institutions were trained. Up to 
30-6-1966, 2,152 candidates were trained in all. 

Reasons for poor response for training courses 

6.43. It may be observed that the response to the course from institu¬ 
tional candidates has been very poor in many of the States. Of the 2,152 
candidates trained up to 30-6-1966, as many as 1,783 were officers of State 
Cooperative Departments and it is obvious that not all of them are working 
actually in marketing institutions. As against 3,166 primary marketing 

@Date furnished by the Committee for Cooperative Training and its Annual Report 
for 1965-66. 

*Deptt—From State Cooperative Departments. 

**Inst.—From Cooperative institutions. 
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societies, only 367 candidates fro mmarketing societies have een trained 
The Committee for Cooperative Training has stated that the following may 
be the reasons for the poor response to the training course :— 

(i) Existing institutional personnel do not come up to the standards 
and qualifications prescribed for admission to the course; 

(ii) Cooperative marketing societies are not in a position to spare 
their managers for the training for. 18 weeks; 

(iii) The cooperative marketing societies have to employ substitutes 
in place of the managers deputed for training involving addi¬ 
tional cost which many societies are not in a position to bear; 
and 

(iv) where substitutes are employed, the societies do not pay salaries 
to the persons deputed for training and as a result the managerial 
personnel are reluctant to undergo the training. 

Revision of content of training course in cooperative marketing 

6.44. If the course has to be really useful and serve the purpose for 
which it is intended, it has to be more job-oriented and the trainees should, 
as a part of their practical training, be attached to the marketing societies 
for a few weeks during the peak season, so that they can observe and learn 
the marketing practices, business techniques, etc. through first hand observa¬ 
tion. For this purpose, it will be necessary to adjust the training programme 
so as to synchronise with the marketing season of the crop concerned. This 
apart, the need for employing well qualified teaching staff with the requisite 
background of marketing business, requires no emphasis. We understand 
that a Special Committee constituted by the Committee for Cooperative 
Training is presently considering the syllabus for the marketing course with 
a view to improve it. We hope that this Special Committee will suitably 
revise the syllabus and content of the course to suit the present needs and 
for different categories of managerial personnel and also prescribe suitable 
qualifications for the teaching staff to make the course more useful and 
effective. 

Admission of a limited number of private candidates to the special courses 
in cooperative marketing 

6.45. At present admission to the special courses in cooperative market¬ 
ing conducted by the Committee for Cooperative Training is open only to 
those empolyed in the marketing societies or State Cooperative departments. 
While this may be desirable for ensuring that the trainees have sufficient 
practical background, the fact is that for various reasons, the course is not 
able to attract sufficient number of such in-service personnel. A large majority 
of the marketing societies is, we are told, unwilling to recruit and depute 
their managerial personnel for training. This is probably due to their in¬ 
ability to appoint substitutes during the absence of the staff on training in 
view of the cost involved as well as the consequent dislocation in their work. 
Further, during the period between the recruitment of the candidates con¬ 
cerned and their deputation for the training courses, such candidates will be 
of little help to the societies. 

We, therefore, consider that it may be desirable to admit a limited num¬ 
ber of well-qualified private candidates (e.g., graduates in Commerce or 
Business Management, or Cooperation or those who had undergone the basic 
course in cooperation in a cooperative training institute or the diploma- 
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course in Cooperation conducted by a University) with necessary aptitude, 
to the special courses in cooperative marketing. This would help in building 
up gradually a cadre of qualified managerial personnel for recruitment to the 
managerial posts of marketing societies straightaway without further training. 
The content of the course can be suitably amplified to suit the needs of 
such private candidates. We hope that the Committee for Cooperative Train¬ 
ing and the Union Deptt. of Cooperation would consider this suggestion. 

Special courses in marketing conducted by Agricultural Marketing Adviser 
to the Government of India 

6.46. In addition to the above course, the Agricultural Marketing 
Adviser to the Government of India is conducting (i) an advanced course 
of training of one year duration in Marketing for the benefit of the staff of 
State Marketing, Cooperative and Animal Husbandry Dairy departments, 
(ii) a special course of 5 months’ duration for the Secretaries, etc. of Regu¬ 
lated Markets, and (iii) a 3 months’ course for Graders, Assessors and 
Supervisers. It is understood that a special committee is examining the ques¬ 
tion of revision of the syllabus for the one year course with a view to 
converting it into a diploma course. 

We recommend that special emphasis may be given to cooperative market¬ 
ing in the syllabi for the above courses conducted by the Agricultural Mar¬ 
keting Adviser so as to make instruction in cooperative marketing more 
comprehensive. Close coordination between the Agricultural Marketing 
Adviser and the Committee for Cooperative Training is also desirable in 
conducting the special courses in ‘Marketing’. 



Chapter VII 


FINANCES FOR COOPERATIVE MARKETING 
INTERNAL RESOURCES 

Introduction 

7.1. Marketing cooperatives undertake two main functions, viz- (i) 
collection and sale of the farmers’ agricultural produce, if necessary after 
its processing, and (ii) stocking and distribution of agricultural requisites 
and essential consumer articles. As in the case of any economic enter¬ 
prise, a marketing society requires short and long term finances for per¬ 
forming these functions. The marketing societies raise funds in the follow¬ 
ing way, viz., (a) share capital contributions from their members and 
also from State Governments, (2) deposits from members, (c) reserves 
created out of profits earned, (d) borrowings from cooperative financing 
agencies or State Bank of India, and (e) loans and grants from State 
Governments. For purposes of convenience, we have classified these 
sources of finance into ‘internal’ and ‘external’. Under ‘internal’ resources, 
we have included the share-capital, reserves and deposits, while borrowings 
from banks, etc. have bean included under ‘external’ resources. In this 
Chapter, we propose to discuss the present position relating to the internal 
resources of the marketing societies and the measures necessary to streng¬ 
then them. In the next Chapter, we shall discuss the existing arrangements 
relating to ‘external’ resources and the steps needed for augmenting them. 

7.2. The requirements of finance of a marketing society depends on 
a variety of factors, such as its turnover, trading practices followed by it 
and also the traditional market practices such as trade-credit, etc. preva¬ 
lent in the area. Another factor determining the financial requirements 
of marketing societies is the terms and conditions on which they are able 
to obtain agricultural requisites and consumer articles for distribution. The 
requirements of staff may also vary considerably in relation to the size of 
the society, method of operation, volume of business, range of tasks under¬ 
taken and availability of the services of honorary office-bearers. In this 
connection, the marketing societies can be broadly divided into three cate¬ 
gories, viz. (i) societies which undertake sale of produce of their members 
mostly on commission agency basis, (ii) Societies which are required to 
undertake outright purchases on a large scale, and (iii) societies which are 
required to make large scale purchases under government procurement or 
price support schemes. The amount and type of finances required by these 
three categories of societies will vary considerably. It is, therefore, very 
difficult to make, on an uniform basis, an estimate of the minimum volume 
of ‘business’ which a primary marketing society should do in order to be¬ 
come an economically viable unit and to determine its requirements of 
finance on that basis. We consider that such ‘norms’ for achieving viability 
should be determined by the State governments in respect of each society 
taking into account the local conditions. The aim should be to ensure that 
a primary marketing society should, within a reasonable time, render the 
important functions of marketing and distribution adequately to as large 
a number of farmers as possible, without depending on financial assistance 
from Government except for a limited period. 
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7.3. As an illustrative example of the broad order of magnitude, we 
assume that a good working primary marketing society should handle agri¬ 
cultural produce worth about Rs. 20 lakhs and agricultural requisites and 
other articles worth about Rs. 10 lakhs. In other words the total turnover 
should ordinarily be at least of the order of about Rs. 30 lakhs. The 
apportionment of the total business between the two broad heads may, 
however, require suitable variations in the light of local conditions and 
practices. In making this estimate, we have assumed that the society 
concerned is selected for making outright purchases. It should be men¬ 
tioned that the quantum of business postulated by us represents a big 
stop-up from the prevalent conditions. For instance during the year 
1963-64, only 336 marketing societies out of the total of 3,166, did a total 
business of over Rs. 10 lakhs, while another 273 societies did marketing 
business of over Rs. 5 lakhs. The quantum of business indicated by us 
has been derived from the income and expenditure of a few successful 
societies, etc. and it is, therefore, only illustrative of the broad order of 
magnitude for the purpose of determining the requirements of finance. As 
mentioned earlier, such ‘norms’ should be fixed for each society separately 
with reference to various local conditions. 

7.4. The requirements of finance of a primary marketing society for 
meeting its needs for working capital and other fixed assets may be classi¬ 
fied as follows : 

Short-term finance 

(i) for grant of advances to its members on pledge of their agri¬ 
cultural produce pending its sale; 

(ii) for providing the customary trade credit to the buyers of the 
produce; 

(iii) for making, where necessary, outright purchase of agricultural 
produce from its members; 

(iv) for undertaking purchase under government procurement or 
price support schemes; 

(v) for stacking agricultural requisites like fertilisers, seeds, insec¬ 
ticides, implements, etc. to the extent they are not available 
on credit or consignment from Government; 

(vi) for stocking essential consumer articles in common demand 
for distribution in rural areas through village societies; 

(vii) for its running expenses like expenses on staff, hiring of build¬ 
ings and godowns, contingencies, etc. 

Long-term finance 

(viii) for purchase of initial equipment, furniture, etc.; 

(ix) for investment in the shares of the cooperative central bank, 
apex/district marketing societies, processing societies, whole¬ 
sale consumer stores, etc.; 

(x) for payment of security deposits to Government or other sup¬ 
pliers for supply of goods, etc.; 

(xi) for purchase of transport vehicles; 

(xii) towards capital cost for establishing processing units for pro¬ 
cessing of agricultural produce; and 
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(xiii) for construction of godowns for storage of agricultural pro¬ 
duce, agricultural requisites and consumer goods. 

7.5. At present these needs are, by and large, met from the following 
sources : 

(a) For grant of advances on pledge of produce of their members .— 
The marketing societies usually grant advances up to 75 per 
cent of the value of the produce pledged with them by their 
members pending its sale. The societies can obtain refinance 
facilities from the banks by re-pledging the stock with them. 
But such repledging can be done only at periodical intervals 
in convenient lots, whereas the marketing societies are required 
to advance loans to their members as soon as they bring their 
produce. For this purpose, the marketing societies will need 
some funds for initially granting the advances. Normally this 
is expected to be met from out of their owned funds. But in 
a few areas the cooperative banks had provided ‘cash credits’ 
to the marketing societies up to suitable limits for the purpose. 
The societies draw from these cash credit accounts to meet 
the initial advances to members and re-imburse them at 
periodical intervals with repledge with banks of the produce 
pledged to them by their members. 

(b) For providing trade-credit to buyers .—The societies are ex¬ 
pected to meet the needs for providing the customary trade- 
credit to the buyers from out of their owned funds. This can 
also be met from out of the ‘Clean Credit’ limits usually sanc¬ 
tioned to marketing societies by cooperative banks subject to 
certain limits. 

(c) For making outright purchases of agricultural produce .—In 
the present context, marketing societies are often required to 
make outright purchase of agricultural produce, particularly 
from small growers, subject to certain limits. Normally they 
are required to find the resources for this purpose from their 
owned funds and through loans from banks on the pledge or 
hypothecation of the produce so purchased. In the latter case, 
the societies will have to provide the requisite margins of 25 
or 40 per cent, as the case may be, from out of their owned 
funds. While these sources may be sufficient to provide the 
funds required where outright purchases are made on a limited 
basis, they may not be adequate if such purchases are to be 
made on a fairly large scale and also when the arrivals of the 
produce are confined to a short period in a year during which 
the societies will be required to make bulk of the purchases. 

(d) For undertaking purchases under government procurement or 
price-support schemes .—When marketing societies are en¬ 
trusted with purchases under the government procurement or 
price support schemes, they have to make outright purchases 
on a large scale in all such cases. The normal resources of 
the marketing societies will not be sufficient for such large 
scale operations. In such cases, their resources have to be 
supplemented through special arrangements by the State 
governments. 
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(e) For stocking agricultural requisites .—The marketing societies 
are required to procure agricultural requisites like chemical 
fertilisers, seeds, insecticides, etc. in advance and distribute 
them to the farmers through the village societies during the 
season. At present, in most of the States, nitrogenous ferti¬ 
lisers are supplied to marketing societies either on consignment 
or credit. In respect of other inputs, however, they are re¬ 
quired to find the necessary funds from their own resources. 
Hitherto, the role of marketing societies in the distribution of 
other types of inputs like seeds, insecticides, etc. has been 
insignificant. In the present context of increasing agricultural 
production, the marketing societies have to play an important 
role in the supply of these agricultural inputs. The normal 
resources of the societies will not be sufficient for undertaking 
this work which involves large finances. Special arrangement* 
will, therefore, be needed for the purpose. 

(f) For stocking essential consumer articles for distribution in 
rural areas .—Under the present policy, the primary marketing 
societies are required to procure and supply to village co-ope¬ 
rative societies essential consumer articles for distribution to 
the farmers. This activity needs large finances in procuring 
the stocks in advance'. While the societies may be able to 
obtain loans from banks on the pledge or hypothecation of the 
goods, they should, however, have to provide the requisite 
margins for the purpose from their own resources. 

(g) For running expenses like expenses on staff, etc .—The mar¬ 
keting societies are expected to meet these expenses from out 
of their business income. 

(h) For purchase of initial equipment, etc. for investment in 
shares of other institutions and for payment of security 
deposits, etc .—These are met from the owned funds of the 
societies. 

(i) For purchase of transport vehicles .—The State governments 
provide to deserving marketing societies loans up to Rs. 40,000 
in each case repayable in seven years to enable them to pur¬ 
chase transport vehicles. 

(j) Towards capital cost for establishing processing units .—The 

block capital requirements for establishing processing units by 
marketing societies for processing of agricultural produce are 
provided by the State governments by way of additional share 
capital and/or long-term loans, subject to certain minimum 
contribution by their members. In the case of larger pro¬ 
cessing units, term loans are granted by the State Finance 
Corporations, S.B.I. and other financing institutions. 

(k) For construction of godowns .—The State governments pro¬ 
vide long-term loans (to the extent of 75% of the cost in 15 
years) as well as subsidies (25%) for construction of go- 
downs by marketing societies. 

In addition, the State governments have also been assisting the market¬ 
ing societies through contributions to their share capital subject to matching 
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contributions from their members at some prescribed proportions depending 
on the degree of development of the cooperative movement in the area 
concerned. Besides, the State governments provide to marketing societies 
subsidies towards managerial cost in the initial period and for establish¬ 
ment, of grading units. They also contribute to the price fluctuation funds 
of the marketing societies selected for making outright purchases to meet 
the losses, if any, incurred in such purchases. 


Share Capital 


Existing position 

7.6. As observed above, a marketing society would require certain 
minimum amount of ‘owned funds’ to enable it to obtain share contribu¬ 
tions from the government as well as loans from the financing banks. The 
share capital of marketing societies, consists of contributions by (a) 
affiliated cooperative societies and (b) individual grower members, and 
(c) State governments. The total paid up share capital and reserves of 
marketing societies at various levels was as under :— 


Share-capital of cooperative Marketing Societies 


(Rs. in lakhs) 




As on 30-6-1963* 


Govt. 

Coop. 

socs. 

Indivi¬ 

duals 

Total 

Reserve 
& other 
funds 


(1) 

(2) 

(3) 

(4) 

(5) 

National Federation 

• . . 

0-37 


0-37 

9-60 

State Level Federations 

91 47 

49 -93 

0-72 

140-12 

202-02 

District Marketing Socys. 

53 -37 

75-26 

46 -79 

175 -41 

345-60 

Primary Marketing Socys. 

493 68 

175 -65 

301 -13 

970 -59 

553-11 


As on 30-6-1964** 




(1) 

(2) 

(3) 

(4) 

(5) 

National Federation 

• 

• 

0-37 

. . 

0-37 

6-14 

State Level Federations . 

• 

115-04 

51 -25 

1 -16 

167 -45 

220 -59 

District Marketing Socys. 

• 

62-89 

97 -32 

23 -90 

184-11 

393 -07 

Primary Marketing Socys. 

. 

553 -76 

204 -25 

323 -76 

1,081 -78 

644 -48 


The State-wise position may be seen in the following tables :— 


♦Reserve Bank of India Statistics, 1962-63. 
•♦Reserve Bank of India Statistics, 1963-64. 
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Ratio of Government’s and members’ contribution to share capital 

7.7. It may be observed that government share capital contribution 
accounts for 69, 34 and 51 per cent respectively of the total share capital 
of State, district and primary marketing societies. As regards the National 
Federation, recently the National Cooperative Development Corporation 
has contributed a sum of Rs. 5.00 lakhs towards its share capital of 
Rs. 2-09 lakhs collected from its member-societies and reserve funds of 
Rs. 11.51 lakhs (as on 30-6-1965). State-wise the percentage of govern¬ 
ment share capital was as under:— 


As on 30-6-1964 








State 

level 

societies 

% 

District 

societies 

% 

Primary 

marketing 

societies 

% 

Bihar 






94 


94 

West Bengal . 






92 


50 

Jammu & Kashmir 






90 

50 

61 

Assam 






89 

63 

80 

Mysore 






87 

41 

57 

Kerala 






86 

13 

51 

Madhya Pradesh 






75 

. . 

64 

Rajasthan 






75 

, . 

61 

Punjab . 






72 

2 

37 

Gujarat . 






72 

21 

25 

Orissa . 






65 


85 

Uttar Pradesh 






60 

10 

48 

Madras 






50 

36 

37 

Maharashtra 






47 

53 

35 

Andhra Pradesh 






29 

48 

45 


7.8. From the foregoing table, it may be seen that the government share 
capital was highest in Bihar accounting for 94 per cent both in respect of the 
State level and primary societies. In regard to primary societies, the gov¬ 
ernment - share-capital was 85 and 80 per cent, respectively in Orissa and 
Assam while it was the lowest in Gujarat with 25 per cent only. The All- 
India average share capital per primary marketing society was Rs. 34,000. 
In respect of individual States, the average was highest in Orissa with 
Rs. 67,000, followed by Mysore (Rs. 59,000) Madras (Rs. 56,000), 
Uttar Pradesh (Rs. 53,000), Madhya Pradesh (Rs. 43,000) and Andhra 
Pradesh (Rs. 42,000) while the lowest among the States was in West 
Bengal with r s . 12,000 only. In regard to government share capital, the 
All-India average was Rs. 26,000 per primary marketing societv. Among 
individual States, the average was highest in Orissa with Rs. 72,000 per 
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society*, while it was the lowest in Jammu & Kashmir with Rs. 10,000 
per society, as may be observed from the following table: 


Average share capital per primary marketing society 


As on 30-6-1964 


(Rs. in thousands) 


State 



Government** 

Societies 

Individuals 

Total 

1 



2 

3 

4 

5 

Andhra Pradesh . 



28 

2 

22 

42 

Assam 



20 

1 

2 

17 

Bihar 



20 

1 

0-1 

22 

Gujarat 



18 

9 

13 

28 

J.&K. 



10 

2 

3 

14 

Kerala 



22 

2 

42 

25 

Madhya Pradesh 



33 

7 

7 

43 

Madras 



29 

7 

28 

56 

Mysore 



43 

6 

19 

59 

Maharashtra 



17 

10 

13 

36 

Orissa 



72 

5 

5 

67 

Punjab 



18 

7 

16 

36 

Rajasthan . 



21 

7 

4 

28 

U. P. 



30 

22 

5 

53 

West Bengal 



14 

1 

5 

12 

Andaman & Nicobar . 



19 

0-5 

4 

5 

Delhi 



12 

0-4 

2 

2 

Himachal Pradesh 



10 

7 

0-5 

13 

Laccadives & Minicoy Islands 


10 


13 

22 

Manipur 

. 


15 

0-06 

1 

2 

Pondicherry 

. 


10 

2 

10 

18 

Tripura 

• 


25 

2 

4 

28 

All India . 

• 

• 

26 

6 

10 

34 


Of the 144 primary marketing societies which furnished the informa¬ 
tion in their replies to the questionnaire of the Committee, 13 societies had 
government share capital below 25 per cent of their total share capital, 
while 86 societies had government share capital between 26 and 66 per 
cent of their total share capital. 31 societies had government share capital 
exceeding 67 per cent while 14 societies had no government share capital 
Of the 31 societies which had over 67 per cent government share capital, 
23 were in Assam (7), Madhya Pradesh (7), Orissa (5) and Union Terri¬ 
tories^), Of the 14 societies which had no government share capital, 6 
were in Gujarat, 2 each in Andhra Pradesh and Madras States. 


Other Owned Funds 


7.9. Besides the paid up share capital, the owned funds of marketing 
societies consist of statutory and other reserve funds built out of their pro¬ 
fits. As on 30-6-1964, the reserve and other funds of marketing societies 
at various levels were as under :— 


♦Based on Reserve Bank of India Statistics, 1963-64. 

♦♦Based on State-pairtnered primary marketing societies, viz. 2154 societies. 
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Reserve and other funds of Marketing societies 

As on 30-6-1964* 


(Rs. in lakhs) 


State Marketing District Market- Primary Marketing 

societies societies societies 

State , -—♦- 1 , -*--—v i -*--- 

No. of Reserve No. of Reserve Average No. of Reserve Average 
socs. & other socs. & other per socs. & other per 
funds funds society funds society 


Andhra Pradesh 

2 

0-82 

19 

41-13 

2-16 

257 

60-04 

0-23 

Assam 

1 

2-25 

3 

1-03 

0-34 

192 

7-30 

004 

Bihar 

1 

0-46 

. , 

. . 


245 

6-83 

0-03 

Gujarat 

1 

6-15 

20 

30-68 

1-53 

290 

89-40 

0-31 

J. & K. 

1 

0-11 

1 

1-30 

1-30 

50 

5-01 

0-10 

Kerala 

1 

3-63 

1 

4-89 

4-89 

78 

16-13 

0-21 

Madhya Pradesh 

1 

21-34 

. . 

.. 

.. 

235 

27-38 

0-12 

Madras 

1 

0-09 

14 

134-85 

9-63 

128 

77-59 

0-61 

Maharashtra 

1 

5-35 

19 

68-59 

3-61 

377 

158-25 

0-42 

Mysore 

2 

6-44 

4 

2-28 

0-57 

241 

123-01 

0-51 

Orissa 

1 

2-41 



... 

72 

10-51 

0-15 

Punjab 

1 

2-98 

20 

6-50 

0-32 

175 

8-71 

0-05 

Rajasthan . 

1 

0-47 

SjPKSj 

i,. 


143 

6-96 

0-05 

U.P. 

1 

164-26 

52 

93-99 

1-70 

242 

28-96 

0-12 

West Bengal 

1 

2-08 

.. 



281 

4-48 

0-02 

Andaman & 









Nicobar 

. , 


Jl J. 

\ .. 


29 

10-00 

0-34 

Delhi 

1 

0-05 


. . 


70 

0-22 

0-003 

H.P. 

1 

0-91 

6 

7-83 

1-30 

18 

0-97 

0-05 

Laccadives 


«-• 

, , 

... 


9 

0-70 

0-08 

Manipur . 

1 

0-01 




17 

0-03 

0-002 

Pondicherry 

. . 

... 

.. 

J MJJ ... 


3 

0-63 

0-21 

Tripura 

1 

0-78 

— 

... 


14 

1-37 

0-10 

Total 

21 

220-59 

159 

393-07 

2-47** 

31-66 

644-48 

0-20** 


7.10. The average reserve and other funds was highest in Madras in 
respect of primary marketing societies with Rs. 61,000 per society, follow¬ 
ed by Mysore (Rs. 51,000), Maharashtra (Rs. 41,000) and Gujarat 
(Rs. 31,000). It was lowest in West Bengal with only Rs. 2,000 per society. 
As regards reserve and other funds of State level societies, the Uttar Pradesh 
federation had the highest with Rs. 164.26 lakhs while among other States, 
Jammu and Kashmir federation had the lowest with Rs. 11,000. Among 
district societies, the average was highest in Madras with Rs. 9.63 lakhs 
per society. The National "Federation had reserve and other funds amount¬ 
ing to Rs. 6.14 lakhs as on 30-6-1964. 

From the replies to the questionnaire of the Committee, it was found 
that out of the 131 societies which furnished the information, 71 primary 
marketing societies had reserve and other funds of less than Rs. 25,000, 20 
societies between Rs. 25,000 to Rs. 50,000 and 40 societies above Rs. 50,000. 


♦Based on R. B. I. Statistics, 1963-64. 
♦♦All India average per society. 
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The societies with reserve funds with over Rs. 50,000 were mostly in 
Gujarat (14), Maharashtra (6), Andhra Pradesh (5), Madras (4), 
Madhya Pradesh (3) and Mysore (3). 

Working Capital 

7.11. The total working capital of the marketing cooperatives at various 
levels was as under as on 30-6-1964 :— 

As on 30-6-1964* 

____(Rs. in lakhs) 


working Total Percen- 

capital owned tage 

funds Col. (2) to 
Col. (1) 

(a) National Federation . 



9-15 

6-51 

71% 

(6) State level societies 



1,447-70 

387-04 

27% 

(c) District societies 



1,588-77 

577-18 

36% 

(d) Primary marketing societies 


4,149-47 1,726-26 

42% 

The State-wise position was as under* 







As on 30-6-1964 




State 

Working Capital (Rs. in lakhs) 

Owned Capital (Rs. in lakhs) 

State 

Distt. 

Pry. mkg. 

State mkg. 

Dist. mkg. Pry. mkg. 


societies 

societies 

societies 

societies 

societies 

societies 

1 

2 

3 

4 

5 

6 

7 

Andhra Pradesh 

67-01 

233-37 

317-39 

9-36 

76-05 

169-09 





(ll°/o) 

(32%) 

(60%) 

Assam 

81-26 

1-45 

104-22 

12-12 

1-38 

39-56 





(15%) 

(95%) 

(35%) 

Bihar 

325-13 


142-98 

11-15 


60-15 





(3%) 


(12%) 

Gujarat . 

81-38 

177-01 

501-40 

37-97 

42-85 

172-02 





(17%) 

(24%) 

(34%) 

Jammu & Kashmir . 

5-23 

12-26 

83-93 

2-32 

3-29 

12-12 





(44%) 

(26%) 

(20%) 

Kerala 

11-18 

17-53 

76-26 

8-30 

7-79 

36-57 





(74%) 

(43%) 

(48%) 

Madhya Pradesh 

84-95 


304-19 

35-85 


129-09 





(42%) 


(42%) 

Madras . 

13-35 

484-77 

407-94 

6-13 

170-45 

149-30 





(46%) 

(35%) 

(36%) 

Maharashtra . 

79-30 

260-74 

631-61 

22-40 

113-55 

296-13 





(28%) 

(44%) 

(47%) 

Mysore . 

13-47 

22-58 

589-46 

11-23 

5-68 

263-77 





(87%) 

(25%) 

(45%) 

Orissa 

197-96 


192-51 

3-95 


58-56 





(2%) 


(32%) 

Punjab 

8-15 

47-17 

156-58 

8-00) 

28-37 

72-12 



/ 


(96%) 

(60%) 

(46%) 

Rajasthan 

35-57 


166-64 

5-78 


46-54 





03%) 


(28%) 

Uttar Pradesh . 

417-82 

303-69 

320-83 

197-74 

117-06 

157-31 





(47%) 

(39%) 

(49%) 

West Bengal 

8-35 

. , 

90-87 

8-05 


37-98 





(96%) 


(42%) 

Union Territories 

17-59 

28-20 

63-56 

7-02 

10-71 

25-95 





(40%) 

(38%) 

(40%) 

Total 

1,447-70 

1,588-77 

4,149-47 

387-87 

577-18 

1,726-26 





(27%) 

(36%) 

(42%) 


*R. B. I. Statistical Statements, 1963-64. 

(Figures in brackets under owned capital represent the percentage of owned capital 
to the total working capital). 
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7.12. The average working capital per primary marketing society works 
out to Rs. 1.31 lakhs. State-wise, the average working capital was highest 
in Madras with Rs. 3.19 lakhs per society followed by Orissa (2.67 lakhs), 
Mysore (Rs. 2.46 lakhs), Gujarat (Rs. 1.73 lakhs), Jammu & Kashmir 
(Rs. 1.68 lakhs), Maharashtra (Rs. 1.65 lakhs), Uttar Pradesh (Rs. 1.33 
lakhs), Madhya Pradesh (Rs. 1.25 lakhs), Andhra Pradesh (Rs. 1.24 
lakhs) and Rajasthan (Rs. 1.17 lakhs). The average working capital per 
society was only Rs. 32,000 in West Bengal, while it was Rs. 54,000 in 
Assam, Rs. 58,000 in Bihar. It was found from the replies to the Com¬ 
mittee’s questionnaire, that of the 144 primary marketing societies which 
responded, 66 societies had working capital less than Rs. 2 lakhs, 44 
societies between Rs. 2 and 5 lakhs, while 29 societies had over Rs. 5 lakhs 
and five societies did not furnish the information. It may thus be seen that 
most of the societies did not command adequate working capital to facili¬ 
tate their marketing operations. 

7.13. It may be observed from the foregoing paragraphs that the inter¬ 
nal resources of many of the marketing societies, particularly those at the 
primary level are quite inadequate if these societies are to satisfactorily 
play the role expected of them. As most of the societies are of recent 
origin and do not, therefore, have sizeable reserve and other funds, share 
capital contributes a major share of their internal resources. 

7.14. Requirements of finance of a primary marketing society .—In 
paragraph 7.3, we have indicated that a good working primary marketing 
society should have an annual turnover of Rs. 30 lakhs in order to become 
an economically viable unit. As already observed, the actual requirements 
of finance for different purposes will vary considerably and would differ 
from society to society. However, the requirements of a marketing society 
for achieving an annual turnover of Rs. 30 lakhs can be broadly classified 
under the following heads :— 

7.15. Trade Credit .—With the unavoidable need for resorting to out¬ 
right purchases to meet the needs of small growers, it is assumed that out of 
the total of Rs. 20 lakhs of marketing of agricultural produce envisaged, a 
marketing society may be required to undertake outright purchases to the 
extent of about Rs. 10 lakhs, i.e. 50 per cent and the rest will be on com¬ 
mission agency basis, either on behalf of its members or on behalf of higher 
level organisations. In most of the areas in the country, the commission 
agency work involves grant of trade credit to the purchaser for a period 
ranging from 7 to 15 days, while at the same time the society will be re¬ 
quired to make payment to the producers immediately after the sale. In 
the case of single crop areas, assuming, that the marketing season is for 
about 4 months, and the average trade credit is 15 days, the* society will 
require about 1/8 ihs of the total turnover during the season for trade credit. 
Thus, for Rs. 10 lakhs of business on commission agency basis, an amount 
of about Rs. 1.25 lakhs will be required. In case of double crop areas, 
the marketing season may be slightly longer e.g. about 6 months. In such 
cases, the amount required will be of the order of about Rs. 85,000 i.e. 
l/12ths of total turnover. 

7.16. Outright purchases .—Under the present cooperative policy a 
certain number of selected cooperative societies are permitted to make out¬ 
right purchase. For some time to come, an average of about Rs. 10 lakhs 
worth of outright purchases of agricultural produce may be envisaged by 
each of such marketing society. Normally, the produce purchased may be 
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expected to be resold within a period ranging from about 15 days to a 
month depending on the nature of the commodity, demand, etc. Here again, 
in many cases, till such time as cooperatives are able to make direct sales 
to consumers organisations, trade credit will be involved. On an average it 
can be assumed that the capital can be rotated about 3 to 4 times during 
the season of 4 months in respect of single crop areas, since the entire turn¬ 
over will be confined to this period only and about 5 to 6 times in respect 
of double crop areas. On this basis, for a turnover of Rs. 10 lakhs, a 
capital of Rs. 3 lakhs in case of single crop areas and Rs. 2 lakhs in case of 
double crop areas may be required. 

Agricultural requisites and consumer goods 

7.17. In regard to procurement and supply of agricultural requisites and 
consumer goods, it is difficult to assess the financial requirements of an 
average society as these are linked with the general policy as to whether 
stocks, particularly fertilizers, which constitute the largest single item, 
would continue to be available to cooperatives on consignment basis, and 
the extent up to which the society deals with other inputs and essential 
consumer articles like sugar, kerosine, etc. However, on a rough basis the 
financial requirements can be assumed at about Rs. 1 lakh for both agri¬ 
cultural requisites (other than fertilisers) and consumer business to provide 
the necessary margin for raising hypothecation/pledge loans. 


7.18. Thus the total requirements of finance by 
above assumptions will be as under :— 

a society under the 

(Rs. in lakhs) 


In case of 

In case of 

single crop 

double crop 


areas. 

areas 

(0 For trade credit on agency business .... 

1-25 

0-85 

(ii) For outright purchases ...... 

3-00 

2-00 

(ill) Agricultural requisites and consumer goods 1 

1-00 

100 

Total . 

5-25 

3-85 


7.19. Sources of finance. —A marketing society is able to raise the 
following types of funds :— 

(a) Through share capital and other owned funds (i.e. reserve and 
other funds ).—Normaly about 50 per cent of the owned funds 
may be expected to be required for investment in the shares of 
cooperative central banks, apex/district marketing societies, 
buildings, fixtures, security deposits with government, manu¬ 
facturers, etc. Therefore, only the balance of 50 per cent of 
the owned funds may normally be available for business. 

(b) Clean loans from cooperative banks .—A primary marketing 
society, under the present directives of the Reserve Bank of 
India, can obtain a clean loan equal to its owned funds from 
the central cooperative banks. 

(c) Hypothecation credit .—Since the society has to find 40 per cent 
margin from the disposable part of its own funds, it will be able 
to obtain hypothecation credit up to 75 per cent of its owned 
funds only (i.e. 50% disposable part X II times). 
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(d) Pledge credit. —In respect of pledge credit, in normal circum¬ 
stances, a margin of about 25 per cent is required to be provid¬ 
ed. On this basis, the society can borrow up to H times its 
owned capital (i.e. 50% disposable part X 3 times). In 
view, however, of the need for quick turnover of the stocks, it 
may not always be practicable to obtain pledge credit. In any 
case, a society cannot get both pledge and hypothecation credit 
at the same time in respect of the same produce. 

7.20. Minimum share capital required by a primary marketing society. 
—It may thus be observed that an average marketing society would need a 
capital base of about Rs. 2.00 lakhs for a business turnover of Rs. 30 
lakhs, which would enable it to borrow Rs. 4.50 lakhs as under:— 

(Rs. in lakhs) 


(1) Share capital and other business funds available for business 

(50% of Rs. 2 lakhs). 1-00 

(2) Clean loan admissible from cooperative bank @ one time 

equal to owned funds . . . . 2-00 

(3) Hypothecation credit admissible @75% of owned funds . 1-50 

or 

(4) Pledge credit@li times owned funds .... 3-00 

or 

(5) Half hypothecation and half pledge loans ... 2-25 


Total . . 4-50/6-00/5-25 


The society would thus be able to raise a sum of Rs. 4.50 lakhs (or 
Rs. 5.25 lakhs if the society can raise pledge and hypothecation loans) as 
against its requirements of about Rs. 5.25 lakhs in respect of single crop 
areas and Rs. 3.85 lakhs in case of double crop areas. This will, however, 
be reduced to Rs. 3.00 lakhs (instead of Rs. 4.5 lakhs) if the present 
relaxation enabling a marketing society to obtain both clean and hypothe¬ 
cation/pledge credit is withdrawn. In any case, allowing a margin for local 
variations, we consider that a good primary marketing society would need a 
capital base of Rs. 2.00 lakhs in the present context to enable it to have a 
reasonable turnover and successfully carry on its normal marketing and 
distribution operations without any difficulty. 

Systematic efforts would, therefore, be necessary to augment the share 
capital of primary marketing societies to enable them to have a minimum 
capital base of Rs. 2.00 lakhs. 

Measures for strengthening internal resources 
Share Capital 

7.21. Primary marketing societies—need for affiliation of agricultural 
credit societies .—The Rural Credit Survey Committee laid considerable 
emphasis on coordination between the cooperative credit and cooperative 
marketing institutions and advocated cooperative marketing of agricultural 
produce as an essential prerequisite for expansion and liberalisation of 
agricultural credit. The Mehta Committee on Cooperative Credit also 
rightly emphasised the need for integration of activities relating to credit, 
production and marketing as an important factor in the promotion of the 
economic well-being of agriculturists. We also endorse the view that the 
establishment of a link between cooperative credit and marketing should 
form an integral feature of the programme of agricultural credit. It is. 
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therefore, necessary that all primary agricultural societies/service coopera¬ 
tives in the area of cooperations of a primary marketing society should, as 
a rule, get themselves affiliated to that society. The central cooperative 
banks, officers of the State Cooperative departments and the cooperators 
should take effective steps to achieve this end through a phased programme. 

Share capital contribution by village societies 

7.22. At present most of the village societies, which have affiliated with 
the marketing societies, have taken only nominal shares. An essential pre¬ 
requisite of the successful operation of the ‘crop-loan’ system is the exist¬ 
ence of a strong and efficient cooperative marketing structure so as to pro¬ 
vide not only a built-in mechanism for recovery of loans through sale of 
the produce of farmers, but also to get a better price for them and also for 
arranging supply of agricultural production requisites to ensure proper uti¬ 
lisation of production credit. In their own interests, therefore, the agricultu¬ 
ral credit societies should strengthen the marketing society by investing a 
certain portion of their paid-up share capital in the share capital of primary 
marketing societies. In the IADP district of Raipur in Madhya Pradesh, it 
has been made compulsory for village credit societies to invest 10 per cent 
•of their paid-up share capital in the primary marketing society. In the 
IADP Bhandara district of Maharashtra, a village society is required to 
invest in the marketing society on the basis of 2 per cent of the loan 
obtained by it from the central cooperative bank. A practice on similar 
lines is also reported to be prevalent in Thanjavoor district of Madras. 
In Mandya district of Mysore, 5 per cent of income from commission on 
sale of fertilisers is required to be invested by the village societies in the 
marketing societies.@ In the ‘Action Programme’ for cooperative credit 
communicated by the then Union Ministry of Community Development and 
Cooperation,* it was suggested that each village credit/service society 
should contribute to the share capital of the marketing society concerned 
at the rate of two per cent of its loan turnover. 

7.23. We have considered the various practices in vogue. With the 
increase in the ratio between share-holding and borrowing of members to 
1 : 5 as envisaged under the ‘Action Programme’,* the primary credit 
societies will have a margin of 10 per cent for their use (i.e. difference 
between the ratio of 1 : 5 applicable to borrowings by members and die 
ratio of 1 : 10 applicable to borrowings from cooperative banks). Thus 
while the credit society is required to collect from its members a share 
capital of Rs. 20 for every Rs. 100 of loan issued, in its turn, it will invest 
with the cooperative bank only Rs. 10 for every Rs. 100 of loan obtained 
from it. The society will, therefore, have a margin of Rs. 10 for every 
Rs. 100 of loan granted, out of which it can invest Rs. 2 in the marketing 
society and utilise the balance for its other functions. It should not, there¬ 
fore, be difficult to contribute 2 per cent out of this margin to the share 
capital of the marketing cooperatives. We, therefore, recommend that each 
primary agricultural credit/service/multi-purpose cooperative society should 
be required to contribute to the share capital of the marketing society to 
which it is affiliated at the rate of at least two per cent of its annual loan 
turnover in the preceding cooperative year, round off to the nearest 

@ Proceedings of the Conference of IADP Key Personnel held in New Delhi (Feb. 
1965) N. C. D. C. p. 9. 

*Min. of CD&C (Deptt. of Coopn.) Letter No. 7-8.1/63 UT dated 13-3-1964 to State 
Govts, para. 50 of Annexure II. 

LIDcptt. of CD&C/66—4 
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multiple of a share unit@. We also recommend that the central cooperative 
banks should, as part of their promotional activities, render, through their 
supervisory staff and otherwise, assistance in computing the share capital to 
be subscribed and in its collection and remittance to the marketing society 
concerned. With the active involvement of the central banks, we are sure 
it should be possible for not only 100 per cent affiliation of village societies 
but also for collection of the share capital in full at the* ratio prescribed 
above. If this is implemented, we envisage that by the end of the Fourth 
Plan, the village cooperatives would have invested about Rs. 10 crores in 
marketing cooperatives, even allowing for 25 per cent non-payment as 
against Rs. 2.04 crores as on 30-6-1964.* 

Admission of individual growers 

7.24. We have, in an earlier chapter, emphasised the need for admit¬ 
ting individual growers as members of primary marketing societies. Efforts 
should, therefore, be made to enrol a sizeable number of individual growers 
as members. Growers who are already members of village credit societies, 
should also be encouraged to become members of the marketing societies. 
The Madras Committee on Cooperation had recommended that, as a policy, 
agriculturist-members of village credit societies should also become mem¬ 
bers of the local marketing societies aj d agree to sell their surplus produce 
through them, before loans are advanced to them by the former 
societies.** While it may not be necessary to enforce such compulsory 
enrolment, we consider that efforts should be made, through pursuasion 
and education, to enrol as large a percentage of the members of agricultural 
credit societies as possible in the next five years. Each such members 
should be required to take one share as the minimum. A phased prog¬ 
ramme should be drawn up for each marketing society and the active assis¬ 
tance of the supervisory staff of the bank, officers of the State Cooperative 
departments and others should be availed for this purpose. The enrolment 
of individual members, as we have already observed, apart from providing 
a direct link between the growers and the marketing society and offering 
other practical advantages will also incidentally help strengthen the share 
capital of marketing societies. At present, only about 7 per cent of the 
members of agricultural credit societies have joined the marketing societies. 
If in the next few years at least 50 per cent of even the existing members 
of agricultural credit societies could be enrolled as members of marketing 
societies, it will provide an additional share capital of about Rs. 12 
crores.*** 

Rate of share capital investment by grower-members for pledge loans 

7.25. There is at present no scale laid down for the collection of share 
capital from individual growers admitted to the primary marketing societies. 
As a result many of them have taken only nominal shares, irrespective of 
the quantum of agricultural produce sold by them through the society and 
other services rendered to them. In some areas, even for grant of loans 
on pledge of produce, no ratio has been prescribed to relate the loan to 
share capital subscribed by the members concerned. We consider that it 

@The present ratio of share capital of primary agricultural credit societies to their loan 
turnover works out at 1:7 (as on 30-6-1964)—Average share capital per member Rs. 39,) 
average loans advanced per borrowing member Rs. 272 [R. B. I. Statistics 1963-64 p. (iii)]. 

♦Based on the tentative target of Rs. 650 crores for cooperative credit during Fourth Plan. 

♦♦Madras Committee on Cooperation (1955-56) Chapter 12, paia 191 (VI) 

♦♦♦Based on 50% of present membership of 237-28 lakhs and one minimum share of 
Rs. 10 each. 
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is essential that each grower-member should be required to subscribe to the 
share capital of the primary marketing society in proportion to the services 
received by him from the society. In this connection, the following 
observations of the Committee on Cooperative Credit are relevent: “As a 
member of a corporate body, every person has a certain obligation towards 
the society also. The share capital held by a person in the society is a 
measure of his interest in its financial stability and soundness. It is found 
that members feel strong attachment to, and interest in, a society in which 
they have invested some of their own money. This creates a sense of 
responsibility among them and ensures their loyalty. Collection of share 
capital from members is a good way of promoting thrift among them.”® It 
will, therefore, be desirable to require each member to subscribe to the 
share capital of the primary marketing society at a prescribed percentage of 
his sales through the society and also the quantum of pledge loans obtained 
by him. We are, however, aware that though this may be a very desirable 
arrangement, such compulsory linking of share capital with sale of agricul¬ 
tural produce may not be practicable immediately in respect of a large 
majority of the marketing cooperatives for various reasons. Many of the 
marketing societies are still in their formative stages and even now much 
persuasion is required to bring the producers to the marketing society. Any 
such compulsory deductions at this stage, would, therefore, scare the pro¬ 
ducer away and prove a disincentive for cooperative marketing. 

7.26. We consider, however, that, to begin with as in the case of credit 
institutions the share-holding of a cultivator-member in a primary market¬ 
ing society should bear some proportion to the amount of pledge loan grant¬ 
ed to him. We, therefore, recommend that every member obtaining a loan 
on the pledge of his produce, should be required to invest a sum equivalent 
to 21 per cent of the loan taken by him, as share capital in the marketing 
society, over and above the minimum share capital already subscribed by 
him at the time of his admission. In other words, for every Rs. 10 in¬ 
vested in the share capital over and above the minimum, a member will 
be eligible to borrow upto Rs. 400 i.e. at the rate 1 : 40. At any time 
the member should have, as his share capital, not less than one-fortieth of 
the amount of pledge loan outstanding against him. 


Linking of share capital investment to sale of agricultural produce 

7.27. As regards compulsory contribution to the share capital as a 
percentage to the members’ sales of agricultural produce, we consider that 
every primary cooperative marketing society should endeavour to collect 
annually about one per cent of the value of sales by each member in each 
year towards share capital, irrespective of the fact whether the produce was 
brought by him direct or through the village societies. Such collections 
may stop when the member has accumulated share caiptal equivalent to 
approximately 10 per cent of the average annual sales or Rs. 1,000 which¬ 
ever is lower or when the society has collected adequate share capital and 
is not in need of further capital. To begin with such compulsory collec¬ 
tions may be made by well-established primary marketing societies and 
extended to other societies gradually through a phased programme. 


@ Mehta Committee on Cooperative Credit—Chapter VII, para. 18. 
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Investment of dividend or bonus in share capital 

7.28. The dividend on the share capital and bonus on sales, if any, 
are now mostly paid in cash to the members at the end of each year. We- 
suggest that members should be pursuaded to re-invest the whole or part 
of such dividend or bonus in the marketing society as additional share 
capital. 

Government contribution to the Share Capital of the Primary Marketing 
Societies 

7.29. As most of the marketing societies, in their present stage of 
development, will not be able to raise share capital to the extent of Rs. 2.00 
lakhs from their members, we consider that it would be necessary for the 
State Governments to assist them with liberal share capital contribution till 
such time as they are able to stand on their own legs. At present a limited 
number of societies selected under the scheme of outright purchases are 
entitled to government share capital of Rs. 1,00 lakh. In other cases, the 
present maximum limit is Rs. 25,000 for each society. The Conference of 
Registrars and Representatives of Apex Marketing Societies held at New 
Delhi in April, 1964 and the Conference of State Cooperation Ministers 
held at Bombay in November, 1965 recommended that the Government 
contribution to the share capital of primary marketing societies should be 
raised substantially so as to reach a minimum of Rs. 1 lakh per society. 
We endorse these recommendations and suggest that the limit should be 
enhanced to Rs. 1 lakh so that, with its own matching contribution, each 
marketing society may have a minimum share capital of Rs. 2 lakhs. This 
limit of Rs. 1 lakh from government should be suitably enhanced, wherever 
necessary on merits of each case with reference to local conditions and 
special needs either in respect of a specified category or class of societies 
or in respect of an individual society, e.g. primary marketing societies deal¬ 
ing in plantation crops, etc., requiring large capital or those in under¬ 
developed areas where members may not be able to raise matching contri¬ 
bution (in the ratio of 1 : 1). 

7.30. We do not, however, intend that the enhanced government contri¬ 
bution of Rs. 1 lakh should be contributed in a lump-sum. It should be 
paid in instalments in relation to the stage of development of each society 
and its needs. We recommend that the government share capital may be 
contributed in four equal instalments of Rs. 25,000 each, or in such larger 
instalments as the State governments may deem fit on merits of each case. 
Each successive instalment may, however, be paid to the society concerned 
without insisting on a prior matching contribution from its members if the 
government concerned is satisfied that the society, will be able to raise the 
members’ part of share capital within a reasonable time. But it should be 
required to raise matching contribution from its members according to 
prescribed proportions within a maximum period of two years from the 
date of government contribution and further instalments should be paid only 
after such matching contributions are raised with reference to government 
contributions already made. Thus, for the first instalment of Rs. 25.000 
it should not be necessary for the society to raise an equal amount from 
its members prior to receipt of government contributions. The society, 
should, however, raise matching contribution within a period of two years 
and it will not receive the second instalment till this is achieved. The second 
instalment of Rs. 25,000 may be paid when the society had matched thie 
earlier proportion applicable to the area or society concerned. Similarly, 
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She third and fourth instalments should be paid after the society had collect¬ 
ed share capital required to match the first two or three instalments, as the 
case may be. In case of new primary marketing societies, however, we 
consider that the first instalment of government share capital should be 
contributed only after the society concerned has raised a certain minimum 
amount of share capital from its members. Such minimum may be fixed 
by the State government for each such society with reference to local 
conditions. 

7.31. While we accept the need for liberal governmental assistance to 
the marketing cooperatives, at the same time we desire to emphasise the 
need for these societies to collect adequate share capital from their mem¬ 
bers. The all-India average share capital from members (other than Govt.) 
of a primary marketing society comes to only Rs. 16,600. The share 
capital is much less in respect of a number of individual societies. The 
foremost concern of such societies whose share capital from their mem¬ 
bers is below Rs. 25,000 should be to bring it up to at least a minimum 
level of Rs. 25,000 within a stipulated time. If a society fails to raise at- 
least Rs. 25,000 from its members within the stipulated time, we consider, 
that it will have no chances to survive and it would be preferable to cancel 
its registration. We recommend that the State governments should review 
the position in this regard and give an ultimatum to such societies to take 
effective steps to raise their members’ share capital within a stipulated 
time. 

Measures to strengthen the share capital of Apex Marketing Societies and 
the National Federation 

7.32. With the expansion of cooperative marketing envisaged under 
the Fourth Plan, the apex marketing societies as also the National Federa¬ 
tion have a crucial role to play. These societies should strengthen their 
share capital so as to enable them to discharge satisfactorily the functions 
expected of them. In this connection, we endorse the following recom¬ 
mendations of the Conference of State Ministers of Cooperation held at 
Bombay in November, 1965 :— 

(1) The apex marketing societies should take steps to affiliate the 
remaining primary marketing/processing societies and thus 
attract additional share capital. 

(2) The primary cooperative marketing/processing societies 
should contribute a minimum portion of their share capital to 
the share caiptal of their respective apex marketing societies 
as in Madhya Pradesh, where the prescribed minimum is 10 
per cent. 

We also recommend that to begin with, each primary or district 
marketing society may be required to invest in the share capital of the apex 
society an amount equal to 5 per cent of its own share capital. 

Each apex marketing society in turn may be required to invest 5 per 
cent of its total share capital in the share capital of the National Federation. 

Proportion between members and Govt, contribution to shafe capital 

7.33. During the Second Plan period, the participation in the share 
capital of primary marketing societies was generally on a matching basis 
subject to a maximum of Rs. 25,000 in each case and no specified ratio 
between government and members’ contributions was prescribed. During 
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the Third Plan period, with a view to ensuring a minimum effort on the 
part of the members of marketing societies, the following proportions were 
fixed in respect of government contribution to the members’ contribu¬ 
tion* :— 


(a) Andhra Pradesh (excluding Telengana area) 

Gujarat ...... 

Maharashtra. 

Madras. 

Punjab ...... 

Uttar Pradesh (excluding eastern U. P.) . 

(b) Mysore. 

Kerala. 

Orissa. 

Rajasthan ..... 

(c) Assam. 

Bihar ...... 

Madhya Pradesh .... 

West Bengal. 

Andhra Pradesh (Telengana area) 

Eastern Uttar Pradesh 

7.34. The Conference of Registrars, of Cooperative Societies and Re¬ 
presentatives of Apex Marketing Societies held at New Delhi in April, 
1964, while considering various measures for strengthening the operations 
of cooperatives in the field of foodgrains, recommended, inter alia, that the 
ratio of members’ contribution to government contribution to the share 
capital of primary marketing societies should be in the order of 1 : 4 
excepting in tribal areas where the ratio should be 1 : 10. This was not, 
however, accepted by the Government of India. 

Pattern adopted in Maharashtra State 

7.35. The State Government of Maharashtra have made some changes 
in the pattern of government’s contribution to the share capital of coopera¬ 
tive marketing societies in that State. According to this pattern, a society 
in a market having arrivals of agricultural produce upto Rs. 2 crores will 
be eligible for a maximum share capital of Rs. 1 lakh from government, 
while a society working in a market handling more than Rs. 2 crores worth 
of produce will be eligible to get a share capital of Rs. 3 lakhs. The ratio 
of the government contribution to the owned funds of the marketing socie¬ 
ties located in different areas of the State was also revised by the State Govt, 
as under :— 


Govt. Member 



Govt, con¬ 
tribution 


(0 'A' class societies in areas where cooperative marketing has 
already developed and societies have been able to collect 
sufficient share capital .. 1 


Societies 

owned 

capital 


(i'i) ‘B’ Class societies in areas where cooperative marketing has 
not developed and societies do not possess adequate share 
capital .. 2 1 

(iii) ‘C’ class societies in backward areas where cooperative 

marketing has not developed.10 .. 1 


♦National Cooperative Development and Warehousing Board Letter No. Dev./3/22328/ 
63, dated 31-12-1962. 
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7.36. Recently, these ratios prevailing in the various States were re¬ 
viewed by the National Cooperative Development Corporation. In view of 
the fact that Orissa and Rajasthan are cooperatively backward States, it was 
decided to bracket them with similar States of Assam, Bihar, West Bengal, 
etc., so that the primary marketing societies in these States may be eligible 
for government contribution to their share capital in the ratio of 3:1 
(Government : Members) as against the earlier ratio of 2 : 1@. 

The following further decisions were also communicated to the State 
governments in this regard. @ 

(i) Deviation from the ratio of contribution by government and 
members as prescribed may be made within a State depend¬ 
ing on the backwardness of the area and other local factors, 
such as, the need for development of special commodity socie¬ 
ties, procurement operations on behalf of the government/ 
government nominated agencies, etc. 

(ii) Government contribution towards the share capital of primary 
marketing societies upto the prescribed maximum may be 
made by State governments in such instalments as they may 
deem fit, each instalment not exceeding Rs. 25,000 in pro¬ 
portion to the members* contribution on the basis of the ratios 
indicated above. However, in cases where a society has not 
been able to raise the members part of share capital in accord¬ 
ance with the ratio prescribed above, but it is considered that 
the society will be able to raise its members part of share 
capital in the prescribed ratio within one year from the date 
of government contribution, the State government may release 
the instalment of government contribution to the share capital 
of such societies on the condition that the members 1 share of 
contribution will be raised within one year of the government 
contribution. Further instalment of government contribution 
will be released only when the societies have raised their mem¬ 
bers’ share in the ratio prescribed against the previous amount 
contributed by government. 

Total owned funds to be reckoned for purposes of matching contribution 

7.37. We consider that the ratios of government contribution to mem¬ 
bers’ already prescribed by the National Cooperative Development Corpo¬ 
ration are genrally adequate and require no modification. Some of the 
marketing societies have built up sizeable reserves from out of profits in 
the past. In such cases it may not be necessary to raise further share 
capital from their members in order to match government’s contribution to 
share capital, particularly as the system of converting such reserves into 
bonus shares is not allowed in cooperative societies. We, therefore, con¬ 
sider that for the purpose of computing the matching contribution of 
members for subscribing government share capital in respect of the market¬ 
ing societies, the total owned funds (i.e. including reserve and other funds 
of a permanent nature created out of profits) of the society concerned may 
be taken into account as is being done in Maharashtra State, instead of 
members’ share capital alone. 

7.38 As there is considerable variation in the degree of development 
of cooperative marketing even within a State, the State governments should, 

@ N. C. D. C. letter No. 4-30/64.-M dated 5-2-1966 to State Governments. 
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as already indicated to them by the National Cooperative Development 
Corporation, have discretion to further relax the ratios between the mem¬ 
bers’ and govt, contribution to the share capital of primary marketing 
societies in suitable cases within the State with reference to local conditions 
and needs, either in respect of a specific area because of its backwardness, 
etc., or for a specified category or class of societies or in respect of an 
individual society based on its special needs and circumstances. Similarly,, 
they should be free to prescribe a higher ratio for members’ contribution 
in respect of well-developed societies, even though for the State as a whole 
lower ratio has been prescribed because of its general backwardness. As 
regards the time granted for raising the matching contribution, we consider 
that a period of one year is too short in respect of a large majority of 
primary marketing societies and that a period of two years may be necessary 
as already recommended by us earlier. 

7.39. In respect of the marketing cooperatives at the National, State 
and district/regional levels, these societies have to raise their share capital 
only from their member societies which themselves receive large govern¬ 
ment contributions. It may not, therefore, be possible for them to raise 
adequate share capital from their members. We, therefore, endorse the 
recommendations of the Conference of State Cooperation Ministers held at 
Bombay in November, 1965 that it is not necessary on the part of the 
State governments to insist on any ratio between these societies’ own share 
capital ( i.e . members contributions) and government contribution. Simi¬ 
larly on the analogy of Sta f e/district level credit institutions, there should 
be no upper ceiling for these institutions and the quantum of government 
share capital required should be decided with reference to needs and merits 
in each individual case. 

Retirement of Government share capital 

7.40. As regards the retirement of government share capital in these 
societies, there is no uniformity in the procedure adopted by the various 
State governments. The erstwhile National Cooperative Development & 
Warehousing Board, suggested to the State governments in May, 1962 the 
following terms and conditions for adoption® :— 

(i) In the case of primary marketing society where government 
has contributed share capital not below Rs. 20.000 the 
retirement of government share capital may commence 5 years 
after the total share capital of the society has reached 
Rs. 40,000 or 10 years from the year when government contri¬ 
bution was made, whichever is earlier. The retirement, after 
it has commenced, may be spread over a period of 10 years. 

(ii) In case of societies, where government contribution is below 
Rs. 20,000 no retirement of government share capital should 
be envisaged and further contribution to the share capital from 
govt, should continue to be made until government share capital 
reaches Rs. 20,000 unless, in the meantime, on account of 
members’ contributions, the total share capital reached 
Rs. 40,000. Thereafter the term and conditions suggested at 
(i) above, should apply to such societies. 

©National Cooperative Development & Warehousing Board Letter No. NCDW/Dev /3 
20526, dated. 14-5-1962. 
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(iii) As in the case of district and apex institutions in the field of 
cooperative credit, the government contribution to the share 
capital of marketing organisations at these two levels should be 
for an indefinite period. However, it should be ensured that 
every primary marketing society gets affiliated to the State 
marketing society. 

The above suggestions were based on the estimates worked earlier that an 
average marketing society would normally require a minimum share capital 
of Rs. 40,000. 

7.41. The National Cooperative Development Corporation provides to 
the State governments 75 per cent of the amounts contributed by them to the 
share capital of marketing cooperatives as loans repayable in 15 equated 
annual instalments, together with interest. Some of the State govts, have 
in turn required the marketing societies to retire the share capital in annual 
instalments to synchronise with the State government’s liability to the 
National Cooperative Development Corporation, thus making the share 
caiptal a loan for all practical purposes. From the information available, it 
is seen that while the State governments of Assam, Orissa, Kerala, Bihar 
and Rajasthan have generally accepted the terms suggested by the National 
Cooperative Development and Warehousing Board, the Gujarat government 
have required the marketing cooperatives to repay the government share 
capital in 15 annual instalments commencing from the third year after dis¬ 
bursement of share capital i.e., within a period of 18 years from date of 
disbursement. In Madhya Pradesh the government share capital is to be 
repaid in 10 equal instalments commencing from the third year. In Andhra 
Pradesh and Punjab, the government share capital is required to be repaid 
in 15 annual instalments commencing from the first anniversary of the drawal 
and this applies to apex and district level societies also. In Madras, the 
government share capital is to be retired five years after the total share 
capital of the society reaches the optimum level of Rs. 1 lakh. No period 
has been fixed in case of regional and State-level marketing societies. In 
Uttar Pradesh, while the district and apex marketing societies may retire 
government share capital after 10 years, and, in any case, within 20 years 
from date of its receipt from government, no rules have been finalised for 
retirement of government share capital in primary marketing societies. In 
West Bengal the State contribution to the shares of apex marketing society 
has been made for an indefinite period to be retired at the option of the 
society. In regard to primary marketing societies, they are not required 
to retire any share during the first five years. Retirement during the next 
five years will be to the extent decided by the State Registrar of Cooperative 
Societies in consultation with the central cooperative bank concerned and 
with referene to the financial position of the society concerned. We under¬ 
stand that some of the State governments have recently revised the pattern 
or are considering such revision. 

7.42. We recognise that as a matter of principle, the cooperatives 
should refund the government share capital as early as possible by building 
up their own share capital from the members. At the same time, we also 
feel that the procedure adopted by some of the State governments in requir¬ 
ing the marketing cooperatives to retire the government share capital in 
annual instalments soon after the receipt of State contribution defeats the 
very object of such State participation. In such cases, the share capital 
contribution tantamounts only to a loan. We feel that the government 
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should not insist that its share capital contribution to a marketing society 
be retired so soon. In the present cintext it would be desirable to com¬ 
mence retirement of government share capital after the society concerned 
has collected share capital from its members to the extent of Rs. 2 lakhs 
or 10 years after the date of last instalment of government contribution or 
15 years from the date of first instalment of government contribution, 
whichever is earlier. The retirement, after it has commenced, may be spread 
over a period of ten to fifteen years, depending on the stage of development 
of the society concerned. 

As regards the national, apex and district Regional marketing societies, 
as in ,*V: case of similar organisations in the field of cooperative credit, gov¬ 
ernment share capital should be for an indefinite period, unless the society 
concerned desires to retire it earlier. 

Pattern of Central assistance to the State governments 

7.43. In this connection, we understand that some of the State govern¬ 
ments have held the view that since they were required to repay the share 
capital loans to the National Cooperative Development Corporation within 
15 years, it would be difficult for them to wait indefinitely for retirement of 
share capital by the marketing societies, particularly in view of their own 
difficult financial position. One State government has pointed out that the 
investment made by it in the share capital of marketing cooperatives has 
been extremely unremunerative, in that, most of the societies pay dividends 
at about 11 per cent, whereas the State government is required to pay interest 
at over 51 per cent to the National Cooperative Development Corporation 
on the share capital loans obtained from it and that this amounts to a hidden 
subsidy to the societies concerned. The State government, therefore, 
suggested that, on the analogy of the procedure adopted by the Reserve 
Bank of India in respect of share capital loans advanced for credit societies, 
a graduated scale of interest may be adopted in respect of share capital loans 
granted by the National Cooperative Development Corporation. 

7.44. Though there is some force in this view, it should be borne in 
mind that State governments are primarily responsible for the development 
of cooperatives. While the Central government can provide assistance in 
the form of loans, etc. to supplement their efforts, it is but proper that the 
State govts, should also bear some share of the responsibility in the matter. 
In this connection, it may be mentioned that the loans granted to the State 
governments by the Reserve Bank of India from the National Agricultural 
Credit (Long Term Operations) Fund, for purposes of share capital contri¬ 
butions to credit societies, are repayable by the State governments within a 
period of 12 years, in 9 equal annual instalments. The first instalment 
is repayable on the expiary of the third year, a’though the share capital 
contribution to apex/central bank is for an indefinite period, while in res¬ 
pect of primary agricultural credit societies, the retirement commences 
after a period of 5 to 8 years and the repayment is spread over a period 
of 5 to 8 years thereafter. We understand that the question of enhancing 
the period of loans from the National Cooperative Development Corpora¬ 
tion to State governments for the purpose is already under the considera¬ 
tion of the Union Government. As regards interest, we consider that the 
State governments should not be divested of all liability in this regard and 
shift the entire responsibility to Central government. However, consider¬ 
ing the fact that they may get little or no dividend from marketing societies 
during the initial period and such reluctance on their part due to their own 
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financial difficulties would hamper the progress marketing societies, we 
recommend that the pattern of graduated scale of interest followed by 
teh Reserve Bank of India in respect of its loans from the National Agri¬ 
cultural Credit (Long Term Operations) Fund for share capital contribu¬ 
tions to credit institutions may be adopted by the National Cooperative 
Development Corporation also in respect of its loans to State governments 
for share capital contribution to marketing societies. The present of 
interest on loans granted by the Reserve Bank of India to State govern¬ 
ments for share capital contributions to credit institutions are as under :— 


12 years 


To provide for exceptional cases 


. First 2 years 

Nil 

Next 3 years 

21 percent. 

Next 4 years 

3 per cent. 

Next 3 years 

3 per cent. 

Next 2 years 

3 per cent. 

After the 14th year 

31 per cent. 


Share capital redemption fund 

7.45. The Maharashtra State government have recently ordered that the 
government share capital in the marketing societies should be retired from 
out of a ‘Capital redemption fund’ to be created for the purpose from out of 
their profits. We learn that a similar practice is in vogue in Mysore State 
also. The profits of primary marketing societies are usually meagre and 
the creation of a ‘Capital redemption fund’ would only further weaken its 
capacity to declare dividends, burdened as they would be already with 
the necessity of contributing to other funds, etc. In any case, the rate of 
contribution to the ‘Capital redemption fund’, if one is created, will be so 
negligible that it would take many years for the retirement of government 
capital solely from such a fund. Besides, as there is no provision under 
the Cooperative Societies Acts for issue of bonus shares or for purchase of 
its own shares by a society, the accounting of the excess share capital retir¬ 
ed from out of the ‘fund’ would present difficulties. Thus if government 
share capital is redeemed from out of the ‘Capital redemption fund’, while 
the share capital will be diminished to the extent of such redemption, the 
redemption fund will continue as such, unless it is converted and added to 
the reserve fund of the society. It is, therefore, desirable that the retirement 
of government share capital is made primarily from out of the additional 
contributions from members to the share capital after the optimum level is 
reached, so that the members’ share caiptal can take the place of govern¬ 
ment capital to the extent that the retirement of the latter is effected. We 
do not, therefore consider it necessary to create a separate Capital redemp¬ 
tion fund’ from out of profits, as such a procedure might weaken the capa¬ 
city of the institution to declare dividends, without any corresponding 
benefit either to the institution concerned or to the government. There 
should however, be no objection in strengthening the normal reserve funds 
of the societies and for redemption of government share capital from out 
of such funds. 


Deposits 

7.46. Apart from strengthening the share capital, which is of course the 
basic source of funds, various other methods are adopted to tap internal 
resources. In Canada, the Wheat-pools maintain a ‘revolving fund’. The 
pools instead of paying dividends in cash every year, credit them to the 


A 
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respective members’ deposit account. This deposit returned after five years. 
This system is readily acceptable to members since it involves only a small 
sacrifice and after the initial period of five years, the members start getting 
dividends regularly. In some countries, the members of the cooperatives, 
in order to provide the society with its own sources of finance, authorise their 
society either to make a levy on the produce that they deliver or retain 
with the societies soma part of the sale proceeds as well as other amounts 
due to them. This money, whether it be a levy or a portion of the sale 
proceeds, is also credited to the members’ account as a deposit which is 
repaid with interest after five years. In Japan, when the farmers sell their 
surplus rice through the agricultural cooperatives, the price thereof is 
credited to their deposit account with the cooperative. These deposits can 
be set off against the loans recoverable from the members. A part of the 
balance of the deposit is withdrawn by the member for meeting his current 
expenses. Thus, although a large part of the deposits is withdrawn, a size¬ 
able part yet remain with the society. 

This system, while inculcating the habit of thrift among the members, 
at the same time enables the society to raise sufficient finances to meet its 
working needs. 

7.47. In India, the marketing societies have not made much progress 
in attracting deposits. A few arccanut marketing cooperatives in Mysore and 
cotton sale societies in Gujarat have, however, built up sizeable deposits. 
The practice adopted in some of these societies is to have a current account 
for each member to which all amounts due to him by the society are 
credited. Although most of the amounts so deposited are withdrawn, a size¬ 
able amount still remains with the society. Most of the larger growers 
thus have sizeable balances in their accounts. 

The recent Banking Laws (Application to Cooperative Societies) Act, 
1965 has placed restrictions on the marketing societies obtaining deposits 
from non-members. The cooperative societies have, therefore, to depend 
upon their members only for augmenting their deposits. Since it is highly 
desirable that the marketing cooperatives should tap all available resources 
to strengthen their financial position, we recommend that all or as many of 
the above-mentioned practices may be adopted by the marketing coopera¬ 
tives for acquiring deposits. The system of revolving fund system, if intro¬ 
duced with the consent of the members through normal democratic process, 
might be readily acceptable to members and would bring in sufficient 
money. The practice of making small deductions out of the sale proceeds 
could also be introduced by a simultaneous process of cooperative educa¬ 
tion. The system of opening deposit accounts for all the members and 
depositing of amounts due to them in the said accounts, as done in the are- 
canut societies of Mysore may with advantage be introduced in other areas 
as well. 

We specially stress the importance of increasing the deposits in the 
marketing societies because they would not only provide sufficient funds 
to the cooperatives, but also inculcate the habit of thrift among the mem¬ 
bers, which represents the very spirit of cooperation. This system would 
also enable the members to lay by savings which would be a step in the 
director of their self-reliance. 

7.48. Reserve Fund—Utilisation in business .—Like other societies, 

marketing cooperatives are also required by law to create a reserve fund 
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out of their profits. On 30-6-1964, the reserve and other funds of the 
marketing cooperatives in India amounted to Rs. 12.58 crores as against 
the total working capital of Rs. 71.95 crores. In some States, like Punjab, 
the Reserve Fund is being ploughed back by the marketing societies in their 
business. In other States, the marketing cooperatives are required to invest 
their reserve funds outside their business either in the central cooperative 
banks or government securities. 

Thus, there are two divergent practices obtaining in the States. Those 
who favour the practice of utilising _the reserve fund in the business of the 
institution argue that there is no point in investing the funds outside and 
then borrowing a corresponding sum, invariably at a higher rate of interest, 
to carry on the business. The argument in favour of the other practice is 
that investment of reserve fund outside the business imparts greater finan¬ 
cial stability to the institution and is, therefore, a sounder financial practice. 
They add that if the reserve fund is used for the business and something 
goes wrong, it would be merely a part of the total deficit of the society. On 
the other hand, if it is deposited outside and the society is borrowing the 
money for its business, there would be a chance of restricting the borrowings 
when thing begin to deteriorate and the reserve fund would be available as 
a fluid asset when liquidation begins. 

7.49. We, however, do not see much force in the argument in favour of 
depositing the reserve fund outside the business of the society in the pre¬ 
sent context when large funds are invested by State governments in the 
share capital of marketing societies. Among the 12 Registrars of Coope¬ 
rative Societies, who replied to our questionnaire, 7 have favoured the 
practice of utilising the reserve fund by the marketing societies in their 
own business. One Registrar recommended that 50% of the reserve fund 
be invested in the shares of the apex marketing society and 50% may be 
utilised in the business. Another Registrar recommended that the reserve 
fund should be utilised in the business only in special circumstances. One 
Registrar suggested that the marketing societies be permitted to utilise the 
reserve fund in their own business during the first ten years of the working 
of the society. Only two Registrars were against the utilisation of the 
reserve fund in the business of the institution. A majority of the Registrars 
who replied to the questionnaire of the Committee, therefore, supported the 
view that the marketing societies should utilise their reserve fund in their 
own business. The Seminar of Southern States on Cooperative Marketing 
held in 1962, which considered this question, was of the following view :— 

“It was noticed that invariably the reserves of marketing societies 
in the southern region are invested outside their business. Fre¬ 
quently, such investments are in the shape of deposits with 
central cooperative banks from whom marketing cooperatives 
borrow at a higher rate of interest. It was recommended that 
as a general rule, the marketing societies should be allowed to 
use their reserves in their own business as this would enable 
the societies to attain economic viability at an early date by 
increasing their net surplus and thereby in turn helping them 
to create further reserves.” 

The Study Team on Cooperative Marketing of Paddy in Andhra Pradesh, 
(1962), which also examined this issfie, was of the following view — 

“It was noticed that invariably the reserves of marketing societies 
were invested outside their business, in some cases, as deposits 
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in the central banks from whom they again borrowed at higher 
rates of interest. It is suggested that the marketing societies 
should be allowed to use these reserves in their own business.” 

The Reserve Bank of India also recently advised the State Governments 
against the practice of requiring marketing societies to compulsorily invest 
their reserve funds outside their business. 

7.50. Although there should be no objection in utilising the reserves 
in their own business of marketing societies, we feel that the recommenda¬ 
tion of one of the Registrars that 50 per cent of the reserve fund may be 
invested in the higher tier of the cooperative marketing structure, strikes a 
balance between the two conflicting views. Such a procedure, while enabl¬ 
ing the reserve fund being utilised within the marketing structure, at the 
same time it would meet, in part, the principle of investment of reserve fund 
outside the business of the particular institution concerned. 

In respect of the apex marketing society itself, a major portion of its 
share capital is derived from the government which is utilised in business. 
The working risks at the State level being comparatively less than at lower 
levels, we recommend that the state-level federation may be permitted to 
utilise their reserve fund for their business operations. 

7.51. In some of the States, marketing societies have, we unders and, 
invested bulk of their reserve funds in government securities, debentures, 
etc. and also in fixed deposits with cooperative central banks. We recom¬ 
mend that in such cases the societies should take suitable measures to 
encash such securities and/or to withdraw the deposits with banks so that 
the funds would become available for marketing activities. 

Investment in shares, fixed assets etc. 

7.52. Many of the marketing societies have invested in the shares of 
other cooperative institutions with which they have no direct business deal¬ 
ings. The Reserve Bank of India recently advised the State governments 
that while such investments might be justified in some cases because of the 
promotional role expected of the cooperative structure, it has to be ensur¬ 
ed that they are only token investments. Larger investments would be 
necessary only in the shares of the central financing agency (to satisfy the 
needs of linking share holdings to borrowings) and in the shares of the 
apex/district marketing societies. It was, therefore, suggested that market¬ 
ing cooperatives concerned should take suitable steps to dispose of or 
reduce, as early as possible, the investments in shares of ptber institutions 
with which they have no business dealings. Marketing societies were also 
advised to make similar economies in regard to investments in furniture, 
fittings, buildings, transport vehicles, etc. so that the available owned 
resources with the societies could be conserved for their marketing opera¬ 
tions.* We endorse these suggestions. 


♦Reserve Bank of India Circular No. ACD. Plan. 2811/PR. 691/65-66 dated 30-4-1966 
to State Registrars of Cooperative Societies. 




Chapter VIII 

FINANCES FOR COOPERATIVE MARKETING— 
EXTERNAL RESOURCES 

introduction 

8.1. In the previous chapter, we have mentioned the various purposes 
for which the marketing cooperatives need funds and the present sources 
for obtaining them. We have also suggested certain measures to strengthen 
the internal resources of the marketing societies so as to enable them to 
play their role effectively. Besides the internal sources, external finance is 
needed for financing the various activities of the societies. The societies 
will, therefore, have to obtain such finance from the normal banking chan¬ 
nels. In this Chapter, we propose to discuss the adequacy of the present 
arrangements in this regard and the measures necessary to augment them. 

Fourth Plan Target for Cooperative Marketing 

8.2. The draft outline of the Fourth Plan envisaged that the marketing 
cooperatives would market agricultural produce worth Rs. 850 crores by 
the end of 1970-71. The commodity-wise break-up of the target as well as 
the value of agricultural produce marketed in the years 196CM>1, 1964-65 
are given below :— 

Rs. in crore* 



Value of Produce marketed 

IV Plan 

Crops 

by cooperatives during 

target for 



1970-71 


1960-61 

1964-63 

1. Foodgrains .... 

24 

99 

400 

2. Sugarcane ..... 

83 

116 

200 

3. Other crops . ... 

67 

86 

250 

Total . 

174 

301 

850 


Need for strengthening of marketing cooperatives 

8.3. It may be seen that there has been a steady increase in the value 
of agricultural produce marketed from Rs. 174 crores in 1960-61 to 
Rs. 301 crores in 1964-65. But this increase has occurred mostly in sugar¬ 
cane and foodgrains business. Of the Rs. 116 crores worth sugarcane 
marketed during 1964-65, the sugarcane societies mostly located in U.P., 
Bihar and Punjab alone accounted for Rs. 76 crores. This was facilitated 
by the Cane Acts which make it obligatory on the part of private sugar 
factories to purchase their sugarcane requirements through these cane 
societies. As regards foodgrains, the increase in 1964-65 was largely due 
to State patronage in associating the cooperatives in their procurement pro¬ 
grammes. Of the Rs. 99 crores worth foodgrains marketed in 1964-65, 
four States, viz., Maharashtra (Rs, 17.89 crores). Assam (Rs. 17.37 crores), 
U.P. (Rs. 16.72 crores) and Madras (Rs. 16.39 crores) alone accounted 
for over 68 crores. We do not wish to comment on the feasibility of the 
target of Rs. 850 crores fixed for 1970-71 which means that the marketing 
societies will have to increase their turnover by over two and a half times 
in the next five years. We, however, wish to stress that the marketing 
societies will need considerable strengthening in terms of finance, personnel 
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and organisational efficiency if they have to assume responsibility for 
marketing agricultural produce of this magnitude. 

8.4. It is obvious that the type of financial arrangements required by 
the societies would depend upon the type of business. Arrangements which 
would be appropriate for the normal marketing activities of the societies, 
would not be so for special assignments such as implementing the Govern¬ 
ment’s price support or procurement programmes. The latter would need 
special arrangements which must be kept distinct from the normal arrange¬ 
ments. Much could therefore, depend upon the nature and the direction 
of the expansion of the business of the marketing societies during the 
Fourth Plan. 

For the discussion of financial arrangements, it would be convenient to 
distinguish between the following types of business of the marketing socie¬ 
ties (1) marketing of produce on commission basis, (2) outright purchases 
which onjy a selected number of societies would undertake, (3) support 
price/procurement programme on behalf of the government, (4) distribu¬ 
tion of agricultural requisites and consumer goods. Besides, these, market¬ 
ing societies, which have attached processing units, will need different 
arrangements. 

Aggregation of the financial requirements for all these purposes together 
would give a misleading basis for evolving sound financial arrangements. It 
would have been, therefore, helpful, if each of these requirements were dis¬ 
cussed separately and appropriate financial arrangement for it indicated. 
But this would have meant inordinate repetition in write-up. We have, 
therefore, followed a somewhat middle course, describing the present insti¬ 
tutional arrangement, assessing its adequacy and propriety, keeping in view 
the distinction between the normal and special requirements of the market¬ 
ing societies. 

Types of External Resources 

8.5. Marketing cooperatives usually obtain the following types of 
finances from external sources, viz. (i) advances on pledge of goods, (ii) 
advances on hypothecation of goods, (iii) advances on clean basis, and 
(iv) ad hoc loans from banks on guarantee of government or from govern¬ 
ment themselves. 

Advances on Pledge of Goods 

8.6. Advances against pledge of goods are considered to be the safest 
as against hypothecation or clean advances and this method is widely pre¬ 
valent among commercial banks in financing trade and industry. In a pledge 
advance, the title to the goods is properly verified and the goods come in 
the sole custody of the financing bank of jointly with the institution financ¬ 
ed. It is customary for banks to insist on a margin of 25 per cent of the 
value of the goods to provide for fluctuations in prices, drvage, etc. In 
addition, the banks insist upon proper storage of the goods, insurance, etc. 

Advances on Hypothecation of Goods 

8.7. In the case of hypothecation advances, the goods remain with the 
borrower because there may be practical difficulties in giving the goods in 
pledge. In such cases, the banks obtain a deed of hypothecation under 
which they derive a title to the goods. In order to ensure that the goods 
are available, banks obtain statements periodically and also undertake 
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inspection of the goods at frequent intervals. In this case also, the various 
other banking precautions such as proper storage, insurance etc., will be 
insisted upon. As the goods are not in the actual custody of the financing 
institution, it is customary for the banks to insist on a higher margin of 40% 
in the case of hypothecation advances. These margins are increased in 
respect of perishable commodities or those subject to violent fluctuations 
in their prices. 

Clean Advances 

8.8. A clean advance is made when the borrower is unable to give any 
tangible security. In this case, the accommodation will be based mainly 
on the past performance of the borrowing institution, its present standing 
and the genuineness of the need for this form of accommodation. Since no 
goods are given in security, the criterion for determining the quantum of 
finance on clean basis is usually based on the owned funds of the borrow¬ 
ing institution concerned. 

Ad hoc Advances from Banks or Government 

8.9. Besides the above, advances are also obtained on ad hoc basis 
from the government or banks to meet certain special needs. For instance, 
when marketing societies are entrusted with purchases under State procure¬ 
ment or prirce support schemes, they require large funds, which in the 
normal course, they will not be able to raise. In such cases, the State 
governments either themselves grant clean advances or stand guarantee to 
the financing banks to enable them to extend loans on a liberal basis by 
relaxing the normal criterion adopted for the purpose. 

Agencies for External Finances 

8.10. The cooperative financing banks, the State Bank of India and 
the State Governments are normally the agencies which finance the market¬ 
ing cooperatives. The Reserve Bank of India is also involved as a refinanc¬ 
ing agency for cooperative banks in respect of advances given to marketing 
cooperatives for certain limited purposes. By and large, marketing socie¬ 
ties, particularly those at the primary level, have been obtaining bulk of 
their finances mostly from cooperative banks as may be seen from the 
following figures : 


Borrowings by Marketing Societies — 1963-64 

(R$. in lakhs) 



From 

co-operative 

financing 

banks 

From 

Government 

From 

S. B. I. 

Others 

Total 

1 

2 

3 

4 

5 

6 

National Federation 






State Federations 

219-84 

762 -97 


28 -45 

1,011 -26 

Central Societies 

459 -95 

235 -98 

7-59 

139-54 

843 -06 

Primary Societies 

1,286-73 

399 -86 

31 -13 

293 -43 

2,011 -15 

Total . 

1,966-52 

1,398-81 

38-72 

461 -42 

3,865 -47 
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Role Gf State Bank of India 

8.11. The short-term credit requirements of marketing cooperatives are 
at present met mostly by the cooperative banks and to a small extent by 
the State Bank of India. In view of the state of their own financial position 
and the demands of production credit on them, most of the State/central 
cooperative banks may not be able to sustain a large programme of 
financing marketing cooperatives from their own resources. The supple¬ 
mentary finance available to the State/central cooperative banks from the 
Reserve Bank of India may be needed practically wholly for purposes of 
production credit and could at best make only a marginal contribution 
towards the requirements of marketing societies. In fact we have been in¬ 
formed that many of the central cooperative banks are not in a position to 
utilise in full even the credit limits sanctioned by the Reserve Bank of India 
for production credit due to their weak financial condition and consequent 
inability to absorb overdues. Further, the credit limits sanctioned by the 
Reserve Bank of India can be availed of by the cooperative banks for 
marketing finance only to the extent the latter employ such funds for 
advances against pledge or hypothecation of produce. 

8.12. One of the main objects of the establishment of the State Bank 
of India in 1955, was “to reconstitute and refashion an influential sector of 
commercial banking so as to make it responsive to the needs of cooperative 
institutions, especially in the fields of marketing and processing.” The role 
of the State Bank of India in regard to the cooperative movement as 
envisaged by the Rural Credit Survey Committee was primarily two-fold, 
viz., (i) that it should stimulate the development and growth of cooperative 
banking, and (ii) that it should assist in the financing of cooperative mar¬ 
keting and processing societies. 

Soon after the establishment of the State Bank of India, the Reserve 
Bank of India appointed an Ad hoc Committee in 1957, to consider, among 
others, the measures necessary to make the role of the State Bank of India 
more, effective in relation to cooperatives. This Committee estimated the 
total requirements of marketing finance at the peak season at Rs. 150 to 
Rs, 200 crores. As the cooperative credit structure cannot meet even a 
part of these requirements without external aid, the Committee recommend¬ 
ed that such aid should appropriately be provided directly or indirectly by 
the State Bank of India. The Committee also emphasised that in provid¬ 
ing such finance, the role of State Bank should be supplementary to that of 
cooperative banks. The State Bank should add to the resources available 
to cooperative marketing and processing avoiding competition with the 
cooperative banks. 

8.13. The State Bank of India has formulated certain schemes for 
financing marketing and processing societies, both directly and indirectly 
through the normal cooperative financing agencies. As against the total 
advances of the State Bank of India of Rs. 571 crores outstanding as on 
31-3-66, the shares of all types of cooperatives accounted for Rs. 25.40 
crores only. The total approved limits to all types of cooperatives stood as 
on that date at Rs. 64 crores. The limits sanctioned to 6 state cooperative 
banks for marketing finance, including finance for foodgrains procurement 
operations, amounted to Rs. 30.20 crores. The facilities available from the 
State Bank of India to cooperative marketing and processing societies (other 
than sugar factories) may be seen at Annexure XVI. We have been inform¬ 
ed that even the few marketing cooperatives which have been granted credit 
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limits by the State Bank of India directly did not utilise those limits fully 
and that in many cases as much as 70-80 per cent of the limits remained 
unutilised. This is probably because they could not find the necessary 
resources to provide the required margins. It is necessary that the State 
Bank of India should examine, in consultation with the Nafional Coopera¬ 
tive Development Corporation and the State Registrars of Cooperative 
Societies concerned, the exact reasons for such under-utilisation and take 
sutiable remedial steps. 

8.14. The State Bank of India’s approach in regard to provision of 
marketing finance has been (i) that its role is essentially that of a supple¬ 
mentary financier of cooperative marketing structure, and (ii) that it should 
not weaken the link between the cooperative banking and marketing struc¬ 
ture. The following extract from the policy circular issued by the State Bank 
of India in December, 1959 indicates the aprpoach of the Bank : 

“While extending financial facilities to cooperative marketing and 
processing societies, it will' have to be ensured by the bank 
that neither the basic relationship between the cooperative 
central financing agencies and other cooperative institutions nor 
the functioning of the ‘integrated scheme of rural credit, is 
adversely affected. A tentative line of demarcation has, there¬ 
fore, been worked out and it has been decided that the bank 
should take up in the first instance, direct financing of the 
cooperative marketing and processing societies only in those 
States where the cooperative financing agencies have not deve¬ 
loped. A general decision in regard to the areas where the 
bank will operate by providing direct finance to cooperative 
marketing and processing societies will be taken shortly in 
consultation with the Reserve Bank of India, the State Co¬ 
operative departments and the cooperative financing agencies 
concerned and the local head offices informed. The bank may, 
however, start immediate operations in the States of Punjab and 
Uttar Pradesh. In areas or States where the cooperative 
financing agencies are sufficiently developed to cater to the 
needs of the marketing and processing societies, the State Bank 
of India will not step in, except on a limited scale, with the 
consent of the Reserve Bank and the cooperative financing 
agencies concerned in specific cases.” 

As a result of these considerations, the State Bank has undertaken to finance 
marketing and processing societies directly only in cases where the coope¬ 
rative financing agencies and the Registrars of Cooperative Societies concerned 
have given their consent. 

State Bank of India to supplement resources of cooperative Banks 

8.15. In view of the large requirements of finance by marketing coopera¬ 
tives during the Fourth Plan period, must of the central cooperative 
banks may not be able to meet such needs from their own resources. It 
will, therefore, be necessary for the State Bank to supplement the resources 
of the cooperative banks for the purpose. We, therefore, recommend that 
the State Bank of India should give high priority to the requirements of 
cooperative marketing structure. The Bank should take immediate steps to 
make provision for adequate funds to meet the requirements of marketing 
cooperatives in consultation with the State governments concerned. 
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Refinance jacilities from the Reserve Bank of India to State Bank of India 

8.16. The Reserve Bank of India has recently granted refinance facilities 
to scheduled banks (including State Bank of India) in respect of advances 
to preferred sectors. Thus the banks may avail themselves of refinance 
from the Reserve Bank in respect of advances to the State governments or 
agencies of the State governments for the purpose of foodgrains procure¬ 
ment. We understand that similar advances at bank rate are allowed for 
purposes of financing Export and Defence-oriented industries.* In this 
connection, we were also given to understand that some time back the 
Reserve Bank agreed to grant finance to the State Bank to the extent of the 
increase in the lendings of the latter on account of loans to small-scale 
industries and industrial cooperatives and that the scheme was discontinued 
later. The Reserve Bank also provides finance to cooperatives banks for 
financing the handloom cooperatives. 

Under the existing provisions, Reserve Bank’s finance to cooperative 
banks can be utilised only for grant of pledge or hypothecation loans to 
marketing societies. Recently, however, the Reserve Bank has agreed to 
provide, on the guarantee of State governments, a separate line of credit to 
marketing societies for distribution of chemical fertilisers. We recommend 
that the Reserve Bank may consider permitting the State Bank of India to 
borrow from it additional funds at bank rate to enable the latter to meet 
the requirements of marketing societies in respect of their (i) entire market¬ 
ing activity, and (ii) distribution functions in areas selected for intensive 
agricultural development. Such advances by the Reserve Bank to the State 
Bank may be made to the extent of its advances for financing marketing 
cooperatives either directly or indirectly over and above the credit limits 
sanctioned to such societies as on 31st March, 1966. 

Utilisation of PL. 480 funds for financial marketing cooperatives 

8.17. Another suggestion made in this connection was that it might be 
possible to obtain advances from the PL. 480 account for meeting the short¬ 
term financial requirements of marketing cooperatives through the State Bank 
of India and the cooperative banking structure. We suggest that the Gov¬ 
ernment of India may explore this resource, if possible, with a view to 
supplementing the resources of the State Bank of India for meeting the 
short-term requirements of marketing cooperatives. 

Agency for providing finance to marketing societies 

8.18. If the State Bank of India is to increasingly finance cooperative 
marketing, the question arises as to why it should not do so directly instead 
of through the cooperative banking structure. Even now direct financing 
is already being done, but only in cases where the cooperative banking 
structure is unwilling to take its full share of responsibility or where it is 
considered by the Registrars to be not strong enough to do so. Thus, as 
on 31-3-66, direct financing was done only in respect of 163 cases, up to a 
limit of Rs. 147.00 lakhs of which Rs. 33.00 lakhs were outstanding. As 
against this, indirect finance was allowed to give State cooperative banks 
to the extent of Rs. 30.20 crores. There is considerable divergence of 
opinion about the desirability of direct financing of marketing cooperatives 
by State Bank of India. 

♦The concessions in respect of packing credit and defence bills have recently been 
withdrawn but refinance at the Bank Rate is now available in respect of rupee export bills. 
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Direct financing is favoured for the following reasons:— 

Direct financing will be cheaper to the borrowing cooperative 
marketing societies. There is at present a difference of 1 to 
2% between the lending rate of State Bank of India and that 
of the cooperative financing agencies. Considering the strong 
competition faced by marketing cooperatives from private trade, 
a difference of even 1 to 2% in the borrowing rate will have 
distinct impact on the economic viability of marketing societies. 
Further, the ceiling on the borrowing power of central coopera¬ 
tive body may act as a bottleneck under the indirect method 
for finance flowing to cooperative marketing societies in adequate 
measure. Direct borrowing also spare the cooperative market¬ 
ing societies from having to lock up a part of their owned funds 
in the shares of lending central cooperative banks. With the 
opening of branches of State Bank of India at all talukas and 
other ‘mandi’ centres, it will be easier for marketing societies 
to obtain finance from these branches instead of from the central 
banks situated far away—at the district headquarters. 

8.19. On the other hand, indirect financing by the State Bank of India 

through normal cooperative banking structure is favoured for the following 

reasons :— 

Financing of cooperative marketing is the legitimate function of the 
cooperative banking structure and the role of State Bank of 
India should be that of providing supplemental finance and that 
too only till such time as the cooperative banks are able to 
raise their own resources for the purpose. As marketing finance 
is required for relatively shorter periods compared to produc¬ 
tion credit for agriculture, it will facilitate quicker turnover and, 
therefore, larger business to the banks for a given quantum of 
resources. Thus, indirect financing will enable the cooperative 
banks not only to make the optimum use of their resources 
during the period when production loans are repaid by credit 
societies, but also induce them to raise funds, at times, in the 
money market at rates lower than those charged by the State 
Bank of India. Direct financing by the State Bank would 
deprive the cooperative banking structure of an expanding and 
remunerative sector of business for all time. The cooperative 
marketing societies aye used to dealing with cooperative central 
banks and the State Bank of India is not fully oriented to the 
practices and procedures of dealing with the cooperative market¬ 
ing societies direct. There is a common bond and affinity 
between the cooperative bank and the marketing society, which 
would enable the bank to adopt a flexible approach in matters 
relating to sanction of loans, repayments, etc., where as the 
State Bank, for obvious reasons, cannot do so. Further, there 
is a common link between the bank and the marketing societies 
in the State Cooperative department, which is responsible for 
development of both the spheres and plavs a vital role in co¬ 
ordinating the activities of both the institutions. Recently, most 
of the cooperative central banks and State cooperative banks 
all over the country have made reciprocal arrangements for 
issue of bank drafts, collection of cheques, etc., among each 
other. Therefore, the argument that the State Bank of India 
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alone can provide such facilities no longer holds good. In any 
case, marketing" societies can avail of the Services of State Bank 
of India for this purpose even without borrowing directly from 
it. As regards the availability of State Bank branches at taluka 
and mandi centres, most of the cooperative central banks are 
also now opening branches at convenient centres. 

8.20. The delay and inconvenience in direct financing from State Bank 
of India will more than outweigh the small difference in interest rates. The 
marketing societies will find it easier to deal with the cooperative banks 
than with the State Bank of India. They may not, therefore, mind very 
much the small additional burden of high interest rate, which would be 
more than compensated for by the convenience of operation available to 
them in dealing with the cooperative banks. Further, it should be possible 
for the cooperative banks to reduce their margin of interest to the absolute 
minimum. The number of cases, in which the lack of borrowing power of 
the cooperative banks becoming a bottleneck in obtaining finance from 
State Bank of India, will be, negligible. The Reserve Bank of India sanc¬ 
tions credit limits to cooperative central banks for agricultural credit nor¬ 
mally up to 3 to 4 times their owned funds as against their total borrowing 
limit of 10 to 12 times their owned funds. There would thus be sufficient 
margin always available to enable the banks to borrow from the State Bank 
of India. While there may be need to review and adjust the existing pro¬ 
portion between share holding and borrowing from time to time to ensure 
that such investment does not become a burden on the marketing societies, 
the suggestion to altogether avoid such investment by marketing cooperatives 
in the shares of cooperative banks may be undesirable, as it would go against 
the objective of building up of a strong and unified cooperative credit and 
marketing structure. 

8.21. The Conference of State Cooperation Ministers held at Lucknow 
in February, 1963 recommended direct financing by the State Bank of India 
as follows :— 

“The Conference felt that in States such as Maharashtra where co¬ 
operative banks are strong and can generally meet the financial 
needs of marketing/processing cooperatives, the present proce¬ 
dure and policy adopted by the State Bank may continue. In 
other areas, however, it was recommended that to avoid delay 
and facilitate the flow of funds to marketing cooperatives from 
the State Bank of India, State Governments may agree to give 
a general permission to the State Bank to finance marketing/ 
processing cooperatives directly without obtaining clearance of 
individual central cooperative banks/Registrars of Cooperative 
Societies in each case. Such an arrangement it was felt, would 
help marketing cooperatives in obtaining funds at lower rate 
of interest and also without investing sizeable amounts in the 
share capital of the financing banks. It would also facilitate 
inter-district or inter-state marketing transactions of the con¬ 
cerned cooperatives. It was felt that direct financing by. the 
State Bank would enable the State Bank to take a positive inte¬ 
rest in the working of individual marketing cooperatives and 
help them to develop on sound lines. As indirect financing by 
the State Bank through State cooperative banks was dependent 
on government guarantees and such guarantees may not be 
readily forthcoming, direct transactions between the State Bank 
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and the marketing cooperatives, particularly in respect of pledge 
loans should be encouraged.” 

State Bank Finance to be routed through cooperative bonking structure 

8.22. The Committee has carefully considered the balance of advantages 
in both the methods. It is no doubt true that the marketing societies would 
gain by way of slightly lower rates of interest and also avoid investment in 
the shares of cooperative banks the case of direct financing by the State 
Bank of India. However, considering the over all benefits and in the inte¬ 
rest of maintaining an integrated cooperative structure, it would be advan¬ 
tageous for marketing societies to obtain marketing ;: uce from the State 
Bank of India through the normal cooperative baukiag structure. The fact 
that direct finance from State Bank of India ha:- b:en available for quite 
some years now and yet a large number of societies were not able to avail 
of it goes to prove that there are certain inherent d'fficulties in obtaining 
it. Marketing cooperatives require a flexible approach with reference to 
various local conditions, etc., and no rigid all India pattern, which would 
usually be the case in case cf direct financing by State Bank of India, would 
suit them. Many of the central banks and the Registrars who responded 
to the questionnaires of the Committee, also favoured indirect financing by 
State Bank of India. Recent trends have also been in favour of such 
indirect financing as will be evident from the large credit limits sanctioned 
to apex cooperative banks. In these circumstances, we consider that, as 
a general rule, it is desirable to route the State Bank of India finance through 
the normal cooperative banking structure as far as possible. 

8.23. In this connection, vve would lie to add that no rigid pattern need 
be followed in all cases. In certain circumstances bigger marketing/ 
processing societies may find it advantageous and convenient to obtain 
marketing finance from the State Bank of India branches located at or near 
their headquarters rather than from the central bank located farther away, 
or for other reasons. Similarly, some of the central banks may not be able 
to meet the needs of bigger marketing and processing societies requiring 
large funds. A flexible approach has to be accordingly followed in this 
regard depending on the needs and circumstances of each case. Thus, 
while, as a general rule, the marketing societies should obtain their finance 
from the cooperative banking structure as far as possible, exceptions may 
have to be made in case of individual societies according to local needs and 
other factors. However, in areas where cooperative financing agencies are 
weak or unwilling to finance marketing/processing societies, the State Bank 
of India should finance such societies directly with the concurrence of the 
Registrar of Cooperative Societies or the State cooperative bank concerned. 
In such cases, the consent may be a general one or special one for the 
occasion, as the case may be, according to needs. 

Concurrence for direct financing by State Bank of India to be given by 

Registrar or State Coop. Banks 

8.24. We understand that in a few cases, the cooperative central banks 
which are now required to give such consent, have in the past been reluc¬ 
tant to give it, even though they were unable to finance the marketing 
cooperatives. We stronely disapprove such an attitude. The permission, 
in those cases is intended purely to ensure effective coordination and it 
should not be used as a weapon to weaken the marketing societies. We 
consider that since the Registrar or the State cooperative bank will be fully 
aware of the financial condition, etc., of the cooperative central banks, it 
would be sufficient for either of them to give the concurrence to enable the 
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marketing society concerned to obtain finance directly from the State Bank 
of India. 

Need for reduction in interest margins of cooperative banks 

8.25. For reasons mentioned earlier, there is a case for the cooperative 
banks keeping the margin between the State Bank of India lending rate to 
them and their lending rate to marketing societies to the minimum extent 
possible. While the exact rates may be decided with reference to local 
conditions, it should, however, be ensured that the margins charged by the 
State and central cooperative banks together do not exceed 3/4%. 

Reduction of rate interest charged by State Bank of India 

8.26. In this connection, considering the security involved and the say¬ 
ing in time, labour and establishment charges, etc., that would result in 
such bulk lendings through cooperative banks as against dealings with 
several individual societies, we recommend that the State Bank of India may 
consider reducing the rate of interest to cooperative banks in respect of 
marketing finance, so that the difference between the rates of direct and 
indirect lending could be eliminated altogether or reduced to the minimum. 

Role of Reserve Bank of India and Cooperative Financing Banks 

8.27. The Reserve Bank of India has been playing an increasingly active 
role in the sphere of agricultural credit. The Bank provides, among others, 
short term accommodation to State cooperative banks for financing seasonal 
agricultural operations and marketing of crops at a concessional rate of 
2% below the Bank rate. The accommodation is granted against a credit 
limit which is fixed for each cooperative central bank separately for each 
year after taking into account the audit classification of the bank con¬ 
cerned, its borrowing power, overdues position, etc. Under Section 
17(2) (b) of the Reserve Bank of India Act, the financial accommodation 
provided by the Reserve Bank of India can be utilised by cooperative banks 
for financing primary agricultural credit societies or marketing societies for 
‘seasonal agricultural operations’ as well as for ‘marketing of crops’. The 
Reserve Bank has held that (1) procurement and distribution of agricul¬ 
tural production requisites, (2) purchase and sale of consumer goods, and 
(3) grant of customary trade credits in respect of sale of produce, do not 
fall under the purview of “marketing of crops”, and, therefore, the Reserve 
Bank’s finance should not be utilised by cooperative banks for these pur¬ 
poses. The Reserve Bank’s finance will thus be available only for grant of 
advances to marketing societies against pledge or hypothecation of agricul¬ 
tural produce. 

Guide-lines prescribed by the Reserve Bank of India for marketing finance 
by cooperative financing agencies 

8.28. The Reserve Bank has recently prescribed the following guide 
lines to cooperative banks for granting loans to cooperative marketing and 
processing societies. These guide lines apply also to loans granted from 
out of the cooperative banks own resources. 

I. Pledge Loans (he., advance against pledge of goods) can be grant¬ 
ed" on the following conditions :— 

(a) the produce must necessarily be in the effective custody of 

the marketing or credit society concerned. 

(b) the dues of the credit society should be recovered from 
the pledge loans advanced to the members. Growers, who 
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are not members of credit societies or are not indebted 
to them, should furnish a certificate to that eifect from the 
primary credit society of the village to which they belong; 

(c) suitable margins should be kept (normally 25%), which 
should be raised in the case of commodities, the prices of 
which are subject to sudden and speculative fluctuations or 
the valuation of which presents some difficulties or in the 
case of which the possibilities of loss in value in storage 
are difficult to predict; 

(d) in the case of produce purchased outright by marketing 
societies, the advance will be limited to 90 days only so 
as to discourage the societies from indulging in speculative 
activities; 

(e) pledge loans should be given from out of Reserve Bank of 
India finance only when the produce is to be ultimately 
sold through the society, i.e. the producer should agree in 
writing to sell his produce through the marketing society; 

The Bank is of the view that when loans against pledge of produce are 
given to members leaving them the discretion to sell, the society functions 
like a bank and the advances are no different from those given to traders 
by any credit agency against their goods; 

(f) pledged produce should be insured; 

(g) pledge and clean finance should not be provided at one and 
the same time, except in case of repledge finance in respect 
of members’ produce for which necessary margins have 
already been provided by the members. 

II. Hypothecation Loans (i.e., against hypothecation of goods, in 
which the banks do not take over the physical custody of the 
goods, but satisfy themselves with an agreement conferring upon 
them a charge on the goods and providing for periodical stock 
statements, inspection, etc.) can be granted on the following 
conditions :— 

(a) a minimum margin of 40% should be maintained; 

(b) regular receipt of stock statements should be insisted and 
periodical inspection of stocks should be carried out by the 
banks; 

(c) this type of advance should not be resorted to against 
commodities subject to considerable uncertainties regarding 
price, quality, etc., even on the basis of an enhanced mar¬ 
gin; 

TTT - Clean Loans (i.e., no specified goods are earmarked as security 
against such loans which are granted on the strength of the 
over-all assets of the society) can be granted on the following 
terms:— 

(a) as the security for this type of advance is mainly the past 
performance of the borrowing society, the standing of the 
society and the genuineness of its needs for the advance 
should be carefully assessed; 
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(b) the quantum of clean credit should not exceed the total 
owned funds of the borrowing society; 

(c) the amount borrowed under the ciean limit should always 
be covered fully by (i) cash and bank balances, (ii) money 
in transit, (iii) security deposits with manufacturers, (iv) 
all articles of trade other than those for which a hypothe¬ 
cation or pledge limit has been sanctioned; and (v) advance 
payments made for goods ordered; 

(d) when a clean credit is sanctioned, there cannot be a sepa¬ 
rate line of hypothecation or pledge credit to the same 
institution because, in that case, the margins stipulated 
under the latter would get waters down in effect. It 
should be permissible, however, to sanction a clean limit 
equal to the owned funds of the borrowing society, with 
option to switch over to a suitably fixed pledge and/or 
hypothecation limit in case the borrowing society wants 
to avail itself of more credit than is available under the 
clean credit limit. 

This restriction will not, however, apply to repledge loans 
granted against members’ produce for which necessary 
margins have already been provided by members them¬ 
selves. A central cooperative bank can accommodate a 
marketing society to the full extent of the latter’s advances 
to its members against pledge of agricultural produce; 

(e) no clean loans should be sanctioned by a cooperative bank, 
if the society already enjoys a clean limit from any other 
financing agency or a hypothecation credit or pledge limit 
or both from itself or from some other financing agency; 

(f) in the case of marketing societies which have set up to 
processing units, the owned funds invested in block assets 
required for undertaking processing activities, should be 
excluded for computing the limit of owned funds for grant 
of clean loans. The clean loan limit should be restricted to 
that part of owned funds which is not locked up in block 
assets required for processing activities; 

(g) in the case of independent processing societies, the clean 
limit should be limited to its owned funds minus the gov¬ 
ernment’s contribution to its share capital or Rs. 5 lakhs 
whichever is less.* 

Temporary relaxations by Reserve Bank of India 

8.29. In order, however, to give some time to the marketing cooperatives 
to broaden their capital base to the extent required and also in view of the 
need for larger resources in the context of the programmes for increasing 
the operations of the marketing societies, the Reserve Bank of India made 
the following relaxations in respect of the above conditions as a temporary 
measure for a period of one year from 18th March, 1965, which has been 
extended for another year till the end of the cooperativ e years 1966-67.** 

*R. B. I. Circulars No. A CD. OPR. 4971/BI-64/65dt. 18-3-65. 

ACD. OPR. 7161/BI-64/65dt. 3-6-65. 

ACD. OPR. 4454/BI-65/66 dt. 1-12-65. 

**R. B. I. Circular No. ACD. OPR., 889/BI-66/67 dt. 18-8-66 
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(a) clean limit can be extended alongside of a pledge or hypotheca¬ 
tion limit, provided (i) it is ensured that the pledge and/or 
hypothecation limits are not allowed to exceed three times/one 
and a half times respectively of the disposable part of the owned 
funds of the borrowing society (z.e., the resources available for 
use in business after excluding investments in fixed assets, shares 
of other institutions, etc.), and (ii) the marketing societies effect 
recoveries of loans on behalf of the primary agricultural credit 
societies from the sale proceeds of the crops of the borrowing 
members. 

(b) the margin for pledge and hypothecation advances may be 
reduced up to 5 and 15% respectively (i) if the loans are 
wholly guaranteed by the government, or (ii) if the business 
of the borrowing society is wholly on government account (as 
in procurement work). 

Effect of the Reserve Bank’s guide-lines on marketing cooperatives 

8.30. The State Bank of India has extended the above guide lines laid 
down by the Reserve Bank of India in respect of its own loans routed 
through cooperative financing agencies.* In the light of the Reserve Bank’s 
directives, the central cooperative banks cannot sanction clean loans for 
supply and distribution functions, outright purchase, etc., in excess of the 
owned funds of the borrowing marketing societies even though such advances 
may be made from their own resources or from out of State Bank of India’s 
finance. In quite a few cases, hitherto apex and other marketing societies 
have been obtaining clean limits from the cooperative banks much in excess 
of their owned funds for making outright purchases or for distribution func¬ 
tions. Many apex and other marketing societies have obtained clean limits 
without relationship to their owned funds for procurement of foodgrains and 
for stocking and distribution of chemical fertilisers. The effect of the 
Reserve Bank’s latest instructions will be that these societies will not be 
able to obtain loans exceeding twice their owned funds even against govern¬ 
ment guarantee hereafter. The Reserve Bank considers that the proper 
remedy in such cases is not relaxation of the above standards by the 
cooperative banks but the government should provide additional share 
capital to the societies, particularly as the marketing societies are now being 
called upon to undertake procurement operations on behalf of the govern¬ 
ment, which necessitate resort to outright purchases on a large scale. The 
bank has also suggested that marketing societies, acting as agents of govern¬ 
ment or the Food Corporation of India for procurement of foodgrains, 
should not be expected to find all the resources for purchasing the food- 
grains as well as for stocking and storing them on behalf of government. 
The Government or the Food Corporation of India should take over the 
stocks from marketing societies soon after procurement and pay for them. 
The bank considers that this will automatically reduce the requirements of 
funds by the societies and, therefore, the need for unlimited accommodation 
from cooperative banks will not arise,. 

Credit for distribution of fertilizers 

8 . 31 . Recently, in order to enable the cooperative agencies to undertake 
the purchase and distribution of chemical fertilizers, the Reserve Bank of 
India agreed to sanction credit limits to the State cooperative banks under 
Section 17(4) (c) of the Reserve Bank of India Act, i.e. against the guarantee 

•State Bank of India Circular No. RCS-574/-580 dt. 28-6-65. 
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of the State Government’s at the Bank rate.* The salient features govern¬ 
ing the accommodation from the Reserve Bank are indicated below :— 

(i) The limit under Section 17(4) (c) will be sanctioned for the 

calender year i.e., from 1st January to 31st December. 

(ii) The limit may be utilised by the bank for financing (a) the 
State cooperative marketing society and/or (b) the central 
cooperative banks. 

(iii) In either case, the accommodation provided by the State Co¬ 
operative Bank must be within the reserve borrowing power of 
the borrowing institutions. 

(iv) In States where the State marketing society has been appointed 
as the agent for distribution of chemical fertilisers, the apex 
bank may accommodate the society in respect of fertilisers 
handled directly through its branches and depots or through 
district or primary marketing society acting as its agents. In 
the latter case, the apex marketing society must enter into 
written agreements with the district and primary societies speci¬ 
fying dearly the agency arrangement and that the fertilisers and 
sales proceeds thereof are held in trust on behalf of the apex 
society. 

(v) The apex bank will ensure that its accommodation to the apex 
marketing society is backed by the total of (a) stocks of ferti¬ 
lisers held in its own branches and depots, (b) stocks held on 
its behalf by the district and primary marketing societies inclu¬ 
sive of stocks held as the latter’s sub-agents by primary agri¬ 
cultural credit societies, (c) stocks held by primary agricultural 
credit societies acting as agents directly of apex or district 
societies, (d) stocks in transit, and (e) sale proceeds of ferti¬ 
lisers sold against cash by it or the district and primary market¬ 
ing societies or primary agricultural credit societies in the process 
of remittance to the district or primary marketing societies or 
the apex society or to the State Coouerative Bank, as the case 
may be, less stocks received and held on consignment basis on 
behalf of the State Government. The State Cooperative Bank 
may require the apex marketing society to send monthly returns 
consolidating the position of the stocks held by it and its agents, 
stocks in transit and the sales proceeds under remittance. If 
the borrowings from the Reserve Bank at the end of the month 
are more than the aggregate of the above items, the State 
Cooperative Bank will regularise the position within the next 
ten days by repaying the difference to the Reserve Bank. 

(vi) In States where the district or primary marketing societies are 
appointed as the agents for distribution of chemical fertilizers, 
the State Cooperative Bank may utilise the accommodation 
from the Reserve Bank also to finance central cooperative banks 
to enable them to provide accommodation to the district and 
primary marketing societies. The State Cooperative Bank will 
have to enable them to provide accommodation to the district 
and primary marketing societies. The State Cooperative Bank 
will have to ensure that the accommodation provided by a central 

— *r.b.T. Circvdar No. ACD. OPR. 1220/B1-66/67 dated 6-9-66 and No. ACD. OPR. 

2954/B-l—66/97 dated 22-10-1966. 



121 


cooperative bank to district or primary marketing societies is 
backed in each case by : 

(a) stocks of fertilisers held in their branches and depots, 

(b) stocks held as agents by primary agricultural credit socie¬ 
ties, 

(c) stocks in transit, and 

(d) the sale proceeds of fertilizers under remittance by the 
primary credit societies to the primary district marketing 
societies and by the latter to the central cooperative bank, 
less stocks received and held on consignment basis on 
behalf of the State Government. 

(vii) The State Cooperative Bank will require each central coopera¬ 
tive bank to obtain a monthly return from each marketing 
society receiving accommodation from it for the fertilizers busi¬ 
ness and if the accommodation provided is not adequately 
backed by the cover as specified above, will require the bank to 
regularise the position within a period of ten days, if the market¬ 
ing societies failed to do so. 

(viii) The State cooperative marketing society or the district and 
primary marketing societies should be asked to provide a 
margin of ten per cent for the accommodation provided by the 
State Cooperative Bank or the central bank, as the case may be, 
for financing the purchase and distribution of fertilizers. In 
other words, the accommodation from the banks should not 
exceed 90% of the aggregate value of the stocks held at bran¬ 
ches and depots, stocks held by the agents and in transit and 
the sales proceeds under remittance. The stocks of fertilizers 
forming cover for the borrowing will be exclusive of those 
received on consignment basis from the Government. 

(ix) If the State Government continue to supply fertilisers to the 
apex marketing society or the district and primary marketing 
societies on a consignment basis retaining their interest in the 
goods, but at the same time require the societies to make part 
payment for them and if Government want the banks to provide 
necessary credit facilities for the purpose, either the Govern¬ 
ment should agree to waive their claim against the goods in 
favour of the banks or guarantee the entire accommodation 
provided by them to the marketing societies. 

(x) The State Government will have to execute a deed of continu¬ 
ing guarantee in favour of the Reserve Bank in the form pres¬ 
cribed for the purpose for the accommodation provided to the 
State Cooperative Bank for the purchase and distribution of 
chemical fertilisers. 

(xi) The State Cooperative Bank will execute a demand promissory 
note for the entire limit sanctioned by the Reserve Bank for 
the above purpose. While the loans obtained against such a 
promissory note are repayable on demand, the Reserve Bank 
will not ordinarily recall the loan before the expiry of six 
months from the date of each drawal. In other words, each 
drawal will be allowed the maximum period of six months for 
repayment. 



122 


(xii) If the accommodation is provided by the State Cooperative 
Bank to the apex marketing society, the latter should be re¬ 
quired to execute a time pronote for a period not exceeding 
six months for each drawal against the credit limit sanctioned 
by the Bank. Similarly if a central cooperative bank is accom¬ 
modated by the State Cooperative Bank, the lormer should be 
required to execute a time pronote for a like period. Alterna¬ 
tively, loans may be made against a consolidated demand 
pronote, but each drawal may be treated as a separate loans 
for a period of six months. All outstanding of the State 
Cooperative Bank against the apex marketing society or central 
cooperative banks under matured (overdue) promissory notes 
or under a drawal remaining outstanding beyond six months 
may not be reckoned as cover for the borrowings from the 
Reserve Bank of India. 

(xiii) Where a central cooperative bank finances primary marketing 
societies, the latter may be required to execute a time pronote 
for a period not exceeding 5 months for each drawal against 
the credit limits sanctioned. Alternatively, loans may be made 
against a consolidated demand pronote, but each drawal may 
be treated as a separate loan for a period of five months. It 
should be possible for the societies to dispose of the given 
consignment of fertilisers within the above period by sale 
against cash payment or against delivery orders issued by pri¬ 
mary agricultural credit societies on behalf of their members. 

(xiv) The State cooperative banks may stipulate that the borrowings 
by a central cooperative bank for financing the purchase and 
distribution of fertilisers will not be backed by outstanding 
against district or primary marketing societies under matured 
(overdue) promissory notes or the outstandings not cleared 
within the stipulated period. 

(xv) The State cooperative bank will ensure that the fertiliser com¬ 
ponent of production loans to members of agricultural societies 
is issued by primary marketing societies or their agents only 
against delivery orders issued in favour of individual members. 
The procedure prescribed in this behalf in the Crop Loan 
Manual published by the Reserve Bank will be adopted. There 
may be no objection, however, for sale of fertilisers against 
cash payment to non-members and even to members of credit 
societies who do not require credit for the purpose. 

Need for credit by marketing societies 

8.32. We have suggested in a subsequent Chapter that supply of ferti¬ 
lizers, seeds, etc., should be made on consignment basis by the government 
up to the level of primary marketing societies and that they should sup¬ 
plied to the village societies on outright sale basis, but on credit which 
should be recovered by the cooperative banks concerned. If this procedure 
is adopted, the need for large funds for distribution functions may not arise 
for marketing societies. However, this may take some time to implement 
and marketing cooperatives will require sizeable funds for their distribution 
and supply functions in the meanwhile. Further, in view of the inevitable 
need to undertake outright purchases at both the village and mandi levels, 
the marketing cooperatives selected for the purpose will require large funds 
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for the purpose. As the produce so purchased has to be sold quickly„ 
pledge finance may not always be practicable for such outright purchase*. 

In several States, marketing cooperatives are being assigned the role of 
initial procurement of foodgrains, etc. under the government procurement or 
price-support programmes. In a procurement scheme, the operations are 
carried over a large field and payments against stocks tendered have to be 
made on the spot immediately after weighment. Sufficient cash balances 
have, therefore, to be provided at all procurement centres, whose number is 
often very large. This involves considerable outlay of finances, particularly 
as funds are required to be kept with the procurement centres to enable spot 
payments for the produce, the arrivals of which cannot be correctly assessed 
in advance. The movement of procured produce is usually very swift and 
the procurement centres will often be situated far away from the headquarters 
of the agent-marketing cooperative. Therefore, a pledge or hypothecation 
credit is not always possible for such operations and all finance required has 
to be provided largely by way of clean credit to marketing societies. 

8.33. The owned funds of marketing cooperatives are usually built up to 
meet their normal operations and they cannot be adequate to meet such 
special needs for procurement, etc., work. We have recommended in a sub¬ 
sequent paragraph that the State governments or other agencies should 
provide the marketing cooperatives with sufficient advances to undertake such 
procurement operations. Even then, the marketing societies will require 
sizeable funds over and above such advances for the reasons explained above, 
as, in many cases, large funds will have to be provided at the procurement 
centres much in advance of the arrival of the produce. Further, some of 
the State governments, in view of their own difficult ways and means position, 
may not be able to provide the entire funds required for the purpose, but 
may be willing to provide guarantee for the borrowings of the marketing 
cooperatives for the purpose. As marketing cooperatives are the most suit¬ 
able agency for such special schemes like procurement of foodgrains, jute, 
cardamom, etc., under government schemes, we consider that this activity 
should not be hampered simply because the owned funds of the cooperatives, 
which are intended for normal functions, fall short for raising the required 
finances. 

Undesirability of obtaining additional government share capital for tempo¬ 
rary procurement, etc., schemes 

8.34. In this connection, it has been suggested that the proper course in 

these cases would be for the State governments to strengthen the share 
capital of the marketing cooperatives through government contribution to 
enable them to raise the requisite finances from the banks. We consider that 
this is not practicable for various reasons. Firstly, such schemes may not 
be of a permanent nature and the State governments cannot be expected to 
lock up sizeable amounts in the share capital of marketing cooperatives, 
which cannot be withdrawn for a long time, even though the need may not 
be there. Secondly, it would amount to over capitalisation, particularly after 
the need is over. Thirdly, many of the State governments may not be able 
to find adequate resources for making such investments. Further, we are 
not convinced of the need for such large doses of government contribution 
to the share capital of marketing cooperatives merely to enhance their 
borrowing power for a particular scheme. The same purpose could as well 
be served through State government guaranteeing the loans, which would not 
onlv avoid lock in« un of large government funds in the share capital but also 
avoid over capitalisation. 1 ; I 
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We, therefore, consider that, while there is need for initial government 
contributions to the share captial of marketing societies to make them viable 
for carrying on their normal functions, such contributions on a large scale 
merely to enable them to raise additional finances required for such special 
schemes, such as procurement work, price support schemes, are not desirable 
and should be avoided. 

Limits for Clean loans on government guarantee 

8.35. The present limits stipulated by the Reserve Bank of India for 
borrowings by marketing societies may, by and large, be sufficient to enable 
the developed marketing societies to undertake their normal operations. But 
these standards will require relaxation when the societies undertake special 
schemes such as price-support and procurement schemes, etc., involving large 
outlay of finance, with little trade risks. Where the need for additional 
finance is justified with reference to the activity proposed to be undertaken 
and the operational efficiency of the society concerned and if the State gov¬ 
ernment concerned guarantees the repayment of such loans, we consider 
that there should be no specific limit for such borrowings in relation to 
owned funds of the societies concerned. 

The cooperative central banks should thus have discretion, in such cases, 
to grant clean limits beyond twice the owned funds of marketing societies on 
merits of each case, taking into account the nature and extent of government 
guarantee and the requirement of funds in relation to the activity proposed 
to be financed. The government guarantee in such cases should be against 
default and not only against losses. 

Relaxation of Reserve Bank’s directives 

8.36. We recommend the following relaxations in respect of the Reserve 
Bank’s directives til the end of the Fourth Plan period to enable the market¬ 
ing societies to strengthen their capital base in the intervening period. Such 
relaxations should not, however, be made in respect of all marketing societies 
as a matter of course but only on merits of each case after proper scrutiny 
taking into account the needs, its operational efficiency and other relevant 
factors. 

8.37. Grant of Clean loans alongside pledge/hypothecation loans and 
reduced margins for pledge jhypothecation loans on government 
guarantee. —The relaxation (a) to grant clean credit to marketing coope¬ 
ratives alongside of a pledge and/or hypothecation limit, and (b) to permit 
reduced margins in respect of pledge/hypothecation loans in cases where 
the business is wholly on Government account or if the margin is guaran¬ 
teed by the Government, now allowed by the Reserve Bank upto 30th 
June, 1967 may be extended upto the end of Fourth Plan period, when 
ever necessary. 

8.38. Limits for Clean Loans. —The present limits prescribe that the 
clean credit accommodation should be limited to the owned funds of the 
marketing society concerned. Where government guarantee is available, 
such limits are allowed upto twice the owned funds. We have earlier re¬ 
commended that no specific upper ceiling limits with reference to owned 
funds should be applied in respect of clean limits for special purposes and 
with government guarantee so long as the central bank concerned is satis¬ 
fied of the need for such funds. In other cases, we recognize that it would 
be prudent for cooperative banks to limit such credit to the owned funds.. 
In Mandya district of Mysore, 5 per cent of income from commission on 
have adequate capital and it cannot be strengthened immediately, m some 
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special cases sufficient time may have to be allowed to them to conform to 
this requirement. 

In view of the unavoidable need to make outright purchases of agricul¬ 
tural produce to help small growers, the marketing cooperatives selected for 
the purpose would require large finance for the purpose. Secondly, we have 
recommended that chemical fertilisers, seeds etc., should be supplied to 
marketing cooperatives on consignment basis. It may, however, take quite 
some time to implement this procedure particularly as it involves considerable 
administrative arrangements on the part of State governments and others. 
Further, as consumer wholesale stores have not been established in all ‘mandi’ 
towns, marketing cooperatives will have to continue to procure and supply 
consumer goods to the village cooperatives. The marketing cooperatives 
will, therefore, require additional funds to meet the needs of their marketing, 
distribution and supply functions during the intervening period. We, there¬ 
fore, recommend that central cooperative banks may be allowed discretion to 
grant, on the recommendation of the State Registrar of Cooperative Societies, 
clean credit upto twice the owned funds of marketing societies on merits of 
each case with reference to actual needs for both marketing and supply/ 
distribution activities, and the soundness of the society concerned without 
insisting on government guarantee. This may be allowed as a transitional 
measure till the end of the Fourth Plan period. 

8.39. Reckoning of all owned funds for fixing clean credit limits .—In this 
connection, the question, as to what proportion of the owned funds of 
marketing societies should be taken into account for purposes of reckoning 
the clean limits to be sanctioned to them arises. 

The Reserve Bank has stipulated that the portion of owned capital invested 
in block assets for undertaking processing activities in respect of marketing- 
cu/n-processing cooperatives and the government share capital contribution 
in regard to pure processing societies should be excluded for reckoning the 
limits for sanction of clean credit. While we recognise the need for security 
and liquidity of funds to the lending bank, at the same time we consider that 
such exclusion immediately may cause undue hardship to some of the socie¬ 
ties. We learn that the Reserve Bank has recently liberalised the conditions 
in the case of independent processing societies. Instead of complete exclu¬ 
sion of all block assets, only the government share capital is now excluded. 

Credit limits are sanctioned by the banks after satisfying themselves of 
the need for them. In view of the existence of adequate supervision over 
the working of such societies by the supervisory staff of both the State Co¬ 
operative departments and the cooperative financing agencies, the chances of 
default of the loans requiring resort to sale of block assets would be few. 
Further, even in such cases, block assets do provide security for the loans as 
they are realisable, though this may involve some time. In many of the 
marketing-CH/n-processing societies, in the past no provision was made in the 
share capital for their working capital needs. It may take some time for 
them to raise additional share capital from government and their members 
for this purpose. In such cases, we consider that it would be hard to restrict 
credit merely because of the likelihood of default by a small number of 
societies. We, therefore, recommend that till the end of the Fourth Plan 
period, the total owned funds, including investments in fixed assets but ex¬ 
cluding losses incurred and/or other unrealisable assets, may be taken into 
account for the purpose of determining the extent of clean accommodation 
to be allowed by a cooperative bank to a cooperative marketing-cwm- 
LlDcptt. of CD&C/66—9 
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processing society. The clean credit limits in such cases need not, however, 
be granted always to the full extent of the owned funds', but limited to the 
actual needs ana merits of each case. 

8.40. Recovery of dues of the credit societies .—One of the conditions 
for grant of credit to marketing societies, requires that the marketing society 
concerned should recover, from the sale proceeds or loans issued on pledge 
of produce to a grower, the dues payable to a credit society by him. We 
learn that some relaxation has been allowed recenUy in this regard by the 
Reserve Bank in the case of certain categories of societies.* We are aware 
of the need for an effective link of cooperative credit with cooperative market¬ 
ing particularly as the marketing society received credit support from the same 
central cooperative bank as has provided finance to the primary credit society 
for making production loans to the growers. It is, therefore, proper that 
the marketmg society, apart from other considerations, should help ihe bank 
in recovering the production credit. But such link can be effectively forged 
only through mutual support and obligations. Thus, while the marketing 
society should recover the dues of the credit societies, the latter should also 
make effective arrangements for the marketing of produce through the 
marketing society concerned. But while emphasis is always laid on the res¬ 
ponsibility of marketing societies in this regard, equal emphasis is not laid 
on the corresponding obligation of the credit societies to make the grower 
sell his produce through the marketing society and to stop his further credit 
in case he fails to do so. In the absence of such mutual responsibilities, 
many of the cooperators connected with cooperative marketing feel that such 
one-sided obligation on the part of marketing cooperatives alone would only 
retard the development of cooperative marketing and would help neither the 
credit societies nor the marketing societies. 

8.41. Although under the ‘crop loan’ system, each member of the village 
credit society, before taking a loan, executes an agreement to sell his produce 
through the marketing society, we understand that such agreements are very 
rarely honoured. If a marketing society attempts to make recoveries, such 
producers who bring their produce to it now, will take their produce to a 
private trader so as to evade the recovery as there is no obligation on the 
part of the trader to recover the dues even in Regulated Markets. There 
is no remedy at present to prevent such member-disloyalty. Therefore, in the 
prevailing apathy of credit societies in regard to the need for cooperative 
marketing, we consider that any compulsion by marketing societies would 
only prove as a disincentive to the few growers who now patronise them, 
without any corresponding benefit either to the marketing society or the credit 
society. At the same time, we are aware that if such recoveries are not 
made from the pledge loans or sale proceeds, it would amount to double 
financing which should be avoided at all costs. Thus, if a grower was given 
production credit of Rs. 50 on the security of his anticipated crop worth 
Rs. 100 and if the marketing society again pays him Rs. 75 on the pledge 
of his produce, he would have received Rs. 125 against his crop worth 
Rs. 100. He will not, therefore, be able to repay the production loan. 
Similarly, if the sale proceeds are paid to him in full and he fritters them 
away, the credit society can have no hold on him to recover its dues. We 
have recommended elsewhere that recovery of dues to cooperative societies 
should be made statutorily obligatory even on the part of the private traders. 
While requiring a marketing society to make recovery of the due s of the 

* Vide R.B.T.’s Manual on Short-term and Medium-term I cans for Agricultural 
Purposes (June, 66) —para. 31. 
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credit society, we feel that the credit society should also simultaneously make 
eliective arrangements for bringing the produce to the marketing society. 

8.42. However, with a view to avoiding overpayment as it ensuring an 
elfective linking of credit with marketing, we have recommended in another 
Chapter that marketing societies should, as a general rule, arrange to recover 
die dues of village credit societies from the sale proceeds of the produce 
brought by their members and/or from pledge loans granted on such pro¬ 
duce. But since such compulsory recovery may not be practicable imme¬ 
diately in all cases for various reasons, we also recommend that such com¬ 
pulsory recoveries may be introduced, to begin with, in selected areas in 
each State where cooperative marketing is well developed and extended to 
other areas in a phased manner. Where relaxation from compulsory recovery 
of dues of credit societies is given as indicated above, clean and pledge/ 
hypothecation loans should not be withheld by the cooperative banks for 
non-recovery of such dues. 

8.43. Trade Credit .—In most of the mandis including some of the 
Regulated Markets in the country, a ‘kutcha arhatiya’ selling the produce 
brought to him by a grower is generally required to make payment of the 
sale proceeds to the grower soon after the sale. However, the ‘kutcha 
arhatiya’ in turn does not receive immediate payment from the ‘pucca 
arhatiya’ or other purchasers. The latter is ordinarily allowed a period 
ranging from one week to a month for paying the sale proceeds, depending 
on the local custom. Cash payments on the very day of the sale are seldom 
made and if made at all, they are subject to payment of cash discount to 
the buyer for such advance payments. Thus, a cooperative marketing society 
acting as a commission a vent in areas where immediate payments are required 
to be made to the producers would need funds almost equal to the sale 
proceeds for about a week to a month. This system of ‘trade credit’, though 
undesirable, is a recognised widely prevalent trade practice in some parts of 
the country and as such it has to be considered as an integral part of market¬ 
ing of crops till such time as the practice is completely stopped through 
effective legislation. The Reserve Bank of India has, however, held that 
such ‘trade credit’ does not fall under the purview of ‘marketing of crops’, 
and, therefore, the bank’s finance should not be utilised for the pumose. So 
long as the system of ‘trade credit’ exists and is not legally prohibited and 
so long as the marketing societies have to follow this system, we consider 
that it is but proper that finance for this purpose should be made available 
by the cooperative financing agencies, subject to suitable safeguards. 

8.44. In this connection, a view is held that even if marketing societies 
are allowed to borrow from cooperative financing agencies for providing 
‘trade credit’, such borrowing can only be against a clean limit as they cannot 
be shown as cover against pledge or hypothecation credits. A clean limit, 
by its very nature, is intended to be used for a variety of purposes of which 
provision of trade credit would be onlv one and it is neither necessary nor 
possible for a central bank to ascertain for what purposes the clean limit 
has been used bv the borrower. As some of the purposes for which the 
clean limit will have been used bv marketing societies are not reimbursable 
by the Reserve Bank of India under the law, the Reserve Bank has to 
exclude all loans given by a cooperative bank on clean basis for purposes of 
reimbursement by the Reserve Bank, even though some of the purposes for 
which the clean loan has been used may be entitled to reimbursement. It 
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has, therefore, been held that even if ‘trade credit’ could be recognised as 
an approved purpose by the Reserve Bank of India, the problem cannot be 
solved, unless it is laid down that all loans given by a central bank to a 
marketing society, irrespective of the purpose, should qualify for reimburse¬ 
ment, which would be too much to expect. 

Trade Credit to be brought within the purview of ‘marketing of crops' 

8.45. It was also stated that ‘trade credit’ has led to traders taking active 
part in the working of marketing cooperatives for commanding credit facilities 
and this would seriously nullify the credit control measures. With the 
growth in the volume of procurement business and with an effective linking 
between marketing and consumers cooperatives, the need to provide for 
‘trade credit’, it has been stated, would be very much less. We have carefully 
considered these views. The marketing societies under the existing conditions 
would have to function under the prevailing market practices. Until they 
are in a position to command a sizeable volume of business which it would 
take time, they cannot change the trade practices, nor can they lay down 
their own standards for doing business. It is for the government to stop 
such practices through suitable legislation. So long as there is no ban against 
the practice and the marketing societies are required to provide ‘trade credit’, 
measures will have to be found to provide the marketing societies with 
adequate funds for the purpose, however, much we may detest the practice. 
We, therefore, consider that ‘trade credit’ should be brought within the pur¬ 
view of ‘marketing of crops’, for purposes of utilising Reserve Bank's credit, 
so that cooperative banks could advance credit to marketing societies for 
the purpose and be eligible for refinance facilities from the Reserve Bank 
of India. 

Trade Credit—need for precautions 

8.46. We are aware of the risks implicit in the grant of such ffrade 
credit’, but we consider that in the absence of any other effective solution 
to the problem in the existing conditions, the marketing societies will have 
to fall in line with the customary trade practices. The marketing societies 
should, however, take suitable precautions against misuse of such credit by 
the traders and also against losses. They should maintain a confidential 
record of the creditworthiness and solvency of buyers, who may be selected 
with great care. Appropriate credit limits as well as the duration of such 
credit may be fixed and revised from time to time and the buyer should be 
allowed trade credit only within the limits so fixed. 

It is also necessary to ensure that the overall trade credit outstanding 
at any time does not exceed the owned funds of the marketing society con¬ 
cerned. The supervisory staff of the State Cooperative departments as well 
as the cooperative financing agencies should also scrutinise carefully the 
‘trade credit’ accounts during their inspections with a view to preventing 
malpractices such as repayments by book-adjustments, etc. Where such 
credit remains unpaid for an unreasonably long period, interest should be 
charged. It is also necessary that the buyers who are allowed ‘trade credit’ 
are admitted as ‘nominal’ members of the marketing society to facilitate 
settlement of disputes through ‘Arbitration’ under the Cooperative Societies 
Act instead of going to Civil Courts. The possibilities of evolving a suitable 
system of credit insurance by the Insurance Companies may also be explored 
so as to cover the risks involved in this regard. 



129 


8.47. In this connection, we were informed that in cases where the 
owner of goods has pledged the goods with the bank and the buyer to 
whom the goods have been sold is unable to pay the price immediately, 
the commercial banks, in certain cases, allow the removal of goods by the 
buyer without repaying the pledge loan, provided (i) the credit rating of 
the owner of the goods is good and the bank will be able to realise the 
amount even if the buyer does not ultimately make payment for the goods 
or pay a smaller amount than what was originally agreed upon, and (ii) a 
hypothecation agreement and a trust deed are executed by the original 
owner and the buyer of the goods hypothecating the goods to the bank and 
agreeing to clear the loan to the bank within a specific period. It was 
suggested that cooperative banks may also adopt a similar procedure, when¬ 
ever necessary. We recommend that the Reserve Bank of India may 
examine this suggestion further and take suitable steps to advise the coope¬ 
rative banks. 

8.48. Reserve Bank refinance to cooperative banks for clean credit to 
marketing societies. —We have earlier indicated the need for clean credit by 
marketing societies for meeting certain requirements which cannot be met 
through pledge or hypothecation credit. A marketing society will normally 
need clean credit for (i) grant of pledge loans to its members pending 
re-pledge of the produce with the bank, (ii) for making outright purchase 
of agricultural produce, (iii) for providing customary trade-credit where 
such system is in vogue, and (iv) for financing distribution and supply 
functions to the extent pledge or hypothecation credit cannot be utilised. 

At present the Reserve Bank’s funds can be utilised by cooperative 
banks for grant of advances to marketing societies on the pledge or hypothe¬ 
cation of agricultural produce. The cash credit limits provided by some 
cooperative banks to marketing societies for granting pledge advances to 
their members pending reimbursement through re-pledge of the produce 
with banks are not, however, reimbursable from Reserve Bank’s finances. 
The banks are not also allowed to utilise the Reserve Bank’s funds for clean 
advances for making outright purchases, although such advances may be 
considered to fall within the purview of ‘marketing of crops’. The advances 
granted to marketing societies on the pledge of the agricultural produce 
purchased by them on outright basis, are, however, reimbursable from 
Reserve Bank’s finances. Reserve Bank’s funds are not available for clean 
advances required for meeting ‘trade credit’ needs or for supply/distribution 
functions. 

8.49. In para. 8.45 we have recommended that ‘trade credit' should also 
be brought within the purview of ‘marketing of crops’. Normally before 
sanctioning a clean limit, the cooperative bank concerned would satisfy itself 
of the purposes for which the limit was required. The Bank would also, 
we expect, maintain a close watch over the utilisation of the limits through 
its supervisory staff, and/or its nominee on the board of directors of the 
society as well as through periodical utilisation statements. 

We understand that even now, while fixing the credit limits to coopera¬ 
tive central banks for short and medium-term agricultural purposes, the 
genuine needs of the banks for advancing, among others, clean credit to 
marketing, consumers and industrial cooperatives, etc. (from their own 
resources) are taken into account by the Reserve Bank. The balance of the 
bank’s own resources left after setting apart the above needs, is only 
reckoned to be available for agricultural production finance. In view of 
this, there should normally be no difficulty for cooperative banks to grant 
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dean credit to marketing societies from their own resources for the purpose 

mentioned in paragraph 8.48 subject to the over-all ceiling limits prescribed. 
We, however, understand that the owned resources of several cooperative 
banks are not adequate to meet their multifarious needs and that generally 
for various reasons the banks accord low priority for the needs of market¬ 
ing societies. As a result, marketing societies are not often in a position 
to obtain adequate clean credit in many areas. We consider that coopera¬ 
tive banks in such cases could adopt a liberal attitude in this regard if they 
could obtain refinance facilities from the Reserve Bank. We, therefore, 
recommend that, besides the loans granted on pledge or hypothecation of 
agricultural produce to marketing societies, the cooperative banks, particu¬ 
larly those with meagre resources of their own, may be permitted to utilise 
Reserve Bank’s finance for ‘marketing of crops’ for the drawals under clean 
limits granted to marketing societies for (i) giant of loans on pledge of 
agricultural produce of their members pending its replcdge to the bank, 
(ii) for making outright purchases of agricultural produce from their mem¬ 
bers, and (iii) for providing ‘trade credit’ to buyers of agricultural produce 
where such system is in vogue. 

Need for strengthening the resources of village cooperatives for undertaking 

service functions 

8.50. In the old days, agricultural inputs like farm-manure, etc., were 
readily available in villages and there was no need to stock them in advance. 
But modern agricultural techniques require inputs like chemical fertilizers, 
pesticides, etc., which have to be procured from manufacturing factories 
situated at long distances. Under the ‘crop loan’ system, the agricultural 
production finance is required to be given increasingly in kind, viz., in the 
shape of fertilizers, seeds, insecticides, etc., so as to ensure its proper 
utilisation for agricultural production. For this purpose, the agricultural 
credit societies have to produce the agricultural inputs like fertilizers, seeds, 
insecticides, etc., in time for distribution to their members as part of the 
‘crop loan’. It may thus be evident that the supply of such inputs forms 
part of the function of providing production finance. As it will not, how¬ 
ever, be practicable for each village society to procure such inputs indivi¬ 
dually, the marketing societies can help them by procuring the stocks in 
advance and supplying to them during the season. The village societies 
should, however, accept full responsibility for the sale of such inputs and 
for payment of their cost to the marketing societies. 

8.51. A suggestion has been made from the cooperative credit societies 
that the marketing societies should supply the agricultural inputs on con¬ 
signment basis. The reason adduced in support is that the village societies 
are the weakest chain to the cooperative distribution system and, therefore, 
they may not be in a position to undertake outright purchases of these 
inputs, particularly because of their slender resources, absence of competent 
staff, etc. We have discussed this question in another Chapter and dis¬ 
approved the practice of supplying inputs on ‘consignment’ basis at the 
village level as it is fraught with various malpractices. This would amount 
to transferring the task of financing production finance to marketing societies 
indirectly. We consider that the agricultural credit societies should accept 
full responsibility for the purchase of the agricultural inputs from marketing 
societies and their sale to their members on their own account, the market¬ 
ing societies undertaking only the procurement of the inputs, their stocking 
and supplv to the village societies. For this purpose, the resources of 
credit societies will need to be strengthened suitably. We recommend that 
suitable measures may be taken bv the State Governments for this purpose. 
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Credit to marketing societies for distribution and supply functions 

8.52. In Chapter XIV we have recommended that the agricultural 
requisites should be supplied by the State Governments to marketing 
societies on ‘consignment basis’. But it may take some time for implement¬ 
ing this procedure and till then, the marketing societies would need funds 
for making purchases of the inputs. Marketing societies may also need 
funds for procurement and supply of essential consumer goods in rural 
areas. We have in para. 8.31, referred to the arrangements made by the 
Reserve Bank of India to finance distribution of fertilizers. We recommend 
that to the extent the marketing societies are required to pay cash for these 
goods, they should be allowed by the cooperative banks pledge/hypotheca¬ 
tion credit and also, where necessary, clean limits, subjects to over-all limits 
recommended earlier, for the above functions. The cooperative banks will 
not be able to utilise Reserve Bank’s funds sanctioned for ‘seasonal agricul¬ 
tural operations’ or ‘marketing of crops’ for the above purpose. Since many 
of the cooperative banks may not be in a position to meet such requirements 
from their own resources, we recommend that the State Governments should 
make suitable arrangements with the Reserve Bank of India and/or State 
Bank of India to provide the necessary funds to the cooperative banking 
structure for the purpose. 

Need for Special Marketing Finance Risk Fund 

8.53. In this connection, it has been stated that most of the central co¬ 
operative banks, which are themselves financially weak, would be reluctant 
to finance marketing cooperatives on a large scale, particularly in view of 
the risks involved in trading activities compared to credit. It has, therefore, 
been suggested that, in order to induce such banks to enlarge their financing 
operations for agricultural marketing, it would be helpful if a ‘special market¬ 
ing finance risk fund’ is created at the level of each cooperative central 
bank on the lines of the ‘special bad debt reserve fund’ created in credit 
institutions to cover losses in respect of financing weaker sections. Accord¬ 
ing to the suggestion, the apex and central banks will be required to contri¬ 
bute to the funds annually at a certain percentage of the margin of interest 
earned by them on the total amount of marketing finance, including clean, 
pledge and hypothecation loans, provided by them during the year, while 
the State government will be expected to contribute at a percentage of the 
additional marketing finance advanced by the cooperative banks during the 
year over and above the loans advanced by them in the preceding year. 
The borrowing marketing societies may also be required to contribute at a 
percentage of the amount borrowed. Any losses incurred by cooperative 
banks in financing marketing societies may be met from this fund, subject 
to the prior approval of the Registrar. It was stated that the Union Indus¬ 
tries Ministry has, on the recommendations of the Second Working Group 
on Industrial Cooperatives, agreed to pay a grant equivalent to one per cent 
of the average outstanding amounts of loans and credits drawn by produc¬ 
tion type of Industrial Cooperatives, to the central cooperative banks as 
contribution to a ‘Special Bad Debt Fund’. 

8.54. Another suggestion was that, on the analogy of the scheme for 
financing handloom cooperatives and small scale industrial units, the Gov¬ 
ernment of India and the State governments may bear a proportion of the 
losses arising out of non-recovery of marketing fiinance granted to marketing 
societies. According to the scheme for handloom finance formulated bv the 
Reserve Bank of India in 1957, the Reserve Bank of India advances funds 
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to the State cooperative banks at li% below the bank rate. In respect of 
individual losses due to non-recovery of the loans, the Government of India 
would bear 50 per cent themselves, while the State government concerned 
would bear 40 per cent, leaving it to the cooperative financing bank con¬ 
cerned to bear the remaining 10 per cent. So far as the Central Gov¬ 
ernment’s share in the loss is concerned, there will be an upper ceiling of 
5 per cent of the total funds disbursed to the handloom industry by the 
cooperative banks. We have reierred, in para. 8.65, to a similar scheme for 
financing the consumer cooperatives recently approved by the Government 
of India. We also understand that a similar scheme exists in respect of the 
bank’s advances to small scale industries, under which the lending bank could 
invoke the guarantee in respect of any amount in default upto about 2/3rds 
of the amount in default subject to a maximum of Rs. 2 lakhs in respect of 
any one advance, the guarantee commission being one quarter of one per 
cent per annum on the sanctioned limit. 

8.55. We consider that by and large many of the marketing societies 
will continue to undertake marketing of produce as agents of their members 
which involves no risk. As regards outright purchases, suitable safeguards 
have already been provided in the scheme for outright purchases formulated 
by the Central Government. Further, a price fluctuation fund has also been 
created with contributions from the Government and the societies concerned 
to meet any unforeseen losses due to such outright purchases. The distri¬ 
bution of agricultural inputs involve very little trade risks. As pledge and 
hypothecation loans are granted on the security of stocks, no risks are in¬ 
volved. Besides, a majority of the marketing societies have been State 
partnered with sizeable government contributions to their share capital. This 
would provide a cushion for losses, if any, incurred. Unlike financing of 
sub-marginal (weaker) cultivators, the possibility of any bank suffering a 
loss due to inability of a marketing cooperative to repay its loans is very 
remote. These apart, the banks would earn more interest through market¬ 
ing finance at a relatively less cost as compared to agricultural credit socie¬ 
ties, in view of the quicker turnover and use of resources during the idle 
period when repayment are made by credit societies. We did not have ade¬ 
quate data to examine these suggestions in greater detail nor could we con¬ 
sult the cooperative credit institutions for their views. However, as such an 
arrangement may satisfy the cooperative banks and will be in the interest 
of both of banks and the marketing cooperatives as well as the State govern¬ 
ments, as they are often required to stand guarantee in each individual case 
resulting in delays and administrative inconvenience, we recommend that the 
Government of India may consider the suggestions further. 

Separate limits to cooperative financing agencies for marketing finance 

8.56. Another suggestion made in this connection was that since the co¬ 
operative banks are prone to utilise the entire finance granted by the Reserve 
Bank of India for advancing production credit, and may ignore the claims 
of marketing cooperatives, it would be desirable for the Reserve Bank of 
India to earmark a specified percentage of its credit to cooperative banks 
separately for providing marketing finance. Thus, if 4 times its owned 
funds is the total credit limit for a bank, an amount equal to owned funds, 
i.e. one-fourth can be earmarked exclusively for marketing finance, so that 
the central bank would be bound to utilise that portion of credit for market¬ 
ing finance only. It was also stated that the Reserve Bank of India is 
already providing a separate line of credit to the cooperative central banks 
to the extent of their owned funds and to the extent of three times the 
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owned funds in the case of an apex or regional weavers’ society for providing 
finance to handloom cooperatives for their production and marketing acti¬ 
vities. We, however, find that there are certain inherent difficulties in this 
regard. Firstly, the present credit limits to most of the banks are not ade¬ 
quate even to meet the requirements of production credit in full due to their 
weak financial position. Any attempt to curtail these limits further in 
favour of marketing cooperatives will adversely affect production credit. 
Secondly, the requirements of marketing finance are seasonal in character' 
and mostly needed at a time when repayment of production credit is made. 
The funds earmarked for marketing will, therefore, remain idle for a major 
part of the year, whereas they could advantageously be utilised for produc¬ 
tion credit during the period. 

Definition of owned funds 

8.57. We understand that no unif orm criteria is applied for reckoning 
the owned funds of marketing cooperatives for the purpose of fixing borrow¬ 
ing limits. The Committee on Cooperative Credit recommended that, apart 
from the paid-up share capital and statutory reserve fund, other funds of a 
permanent nature created out of profit, such as building funds, stabilization 
fund, sinking fund for debentures other than in central land mortgage banks, 
might be included in the definition of the ‘owned capital’ in respect of co¬ 
operative banks. The Committee also recommended the exclusion of such 
reserves as bad and doubtful debts reserve, investment and depreciation 
reserve, reserve for overdue interest, dividend equalisation fund, income tax 
reserve, gratuity reserve, etc., made to meet specific or anticipated losses or 
contingencies, as these reserves may get reduced or extinguished when they 
are utilised to meet the objects for which they were created.* We recom¬ 
mend that the same criteria may be adopted for reckoning the ‘owned 
capital’ of marketing cooperative at various levels for purposes of fixing their 
credit limits. 

Ratio between capital investment and borrowings—clean loans 

8.58. As regards the cooperative marketing societies having to invest 
in the share capital of cooperative banks, we consider that this cannot 
altogether be dispensed with, inasmuch as the cooperative banks in turn 
should have a strong capital base to enable them to borrow sufficient funds. 
To suggest that investment by cooperative marketing societies in the share 
capital of cooperative banks is something undesirable and. therefore, worth 
avoiding altogether would go against our objectives of building up a strong 
and unified cooperative credit and marketing structure. Cooperative market¬ 
ing societies are an integral'part of the cooperative structure and it would 
be inappropriate to suggest that they can be developed in isolation. Sooner 
or later, cooperative marketing societies will have to be enabled to wield 
a larger amount of influence than they have been able to do hitherto in shap¬ 
ing the policies of the central financing agencies, and for this purpose, their 
organisational link with the central financing agencies by way of participating 
in the share capital of the latter would serve as the basis for the various 
measures that will have to be taken to bring this about. However, the 
policy and practice in this connection should be so reviewed and adjusted 
from time to time that such investment does not become an unbearable 
burden on the cooperative marketing societies. From the replies to the 
Committee’s questionnaire received from 12 central banks, it was found that 
the ratio ranged from 1 : 8 to 1: 50. In two banks, it was as high as 1: 8 


•Mehta Committee on Cooperative Credit, Chapter IX, para. 4. 
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while in another two it was 1 : 20 and 1 :25 respectively. We understand 
that in many areas the ratio ranges between 1 : 8 and 1 : 10. This is rather 
high, particularly taking into account the fact that the needs of marketing 
societies vary widely during different seasons, whereas the share capital once 
invested in central banks is not refundable. Thus, if a marketing society 
requires a clean loan of about Rs. 5 lakhs for about two months during 
the harvesting season, it has to invest Rs. 25,000 to Rs. 50,000 as share 
capital, which is not refundable even though the marketing society may 
repay the loan and may not need a fresh loan during the rest of the year. 
It is, therefore, necessary to reduce this ratio. We recommend that the 
’•.itio may be revised suitably with reference to local conditions so that the 
burden on marketing societies may be reduced. 

Ratio between share capital investment and borrowings—pledge and hypo¬ 
thecation loans 

8.59. The requirements of marketing societies in respect of pledge and 
hypothecation credit are seasonal in character and they vary widely from 
season to season depending on various local factors. It will throw undue 
hardship on marketing societies, if they have to lock up large amounts in 
the share capital of cooperative banks to meet such fluctuating seasonal 
demands. As such credit is given on the security of the goods, for which 
suitable margins are already provided, we consider that it would be unfair 
to require marketing/processing societies to further invest their funds in the 
share capital of the cooperative banks for the purpose. In this connection 
a view is held that such compulsory contribution to share capital is insisted 
with a view to strengthen the owned funds of the cooperative banks and 
that such share linking is insisted upon even in the case of primary credit 
societies and land mortgage banks, where the loans are secured by mortgage 
of immovable property. It was, therefore, suggested that it would not be 
appropriate to exclude the pledge/hypothecation advances from the regula¬ 
tion and that the remedy in such cases would be to fix a higher ratio of 
share linking to borrowing in the case of clean accommodation as compared 
to pledge or hypothecation advances. 

8.60. We consider that the analogy of land mortgage banks and credit 
societies drawn is not quite relevant, as in these cases, the loans are for 
longer periods, viz., medium and long-term. There will normally be no 
variation from season to season in these cases whereas the requirements of 
pledge/hypothecation loans of marketing cooperatives are purely seasonal 
for short periods and may vary widely over different periods and years. 
Even now we found from the replies of 12 cooperative central banks, which 
responded to the Committee’s questionnaire, that in 4 banks there was no 
share linking in respect of pledge loans, while in one bank the ratio was 
l : 100 for loans upto Rs. 5 lakhs and 1 :50 for loans over Rs. 5 lakhs. 
In 2 banks the ratio was 1 : 40, while in another 3 banks it was 1 : 50, 
1 : 25 and 1 : 12 respectively. The remaining bank did not issue any pledge 
loans. In respect of hypothecation loans, there was no share linking in one 
bank, while the ratio ranged from 1 : 8 to 1 : 50 in the other banks. We 
recommend that the ratio for investment of share capital by marketing 
societies in the cooperative banks in respect of pledge or hypothecation 
loans obtained from such banks be reduced to 1 : 100 wherever the ratio 
is now higher i.e. for every share of Rs. 100 the society should be eligible 
for a pledge/hypothecation of loan of Rs. 10,000. To avoid hardship to 
the cooperative banks in respect of fixation of their credit limits by the 
Reserve Bank of India, the State governments may contribute additional 
share capital to the banks wherever necessary. 
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Enhancement of maximum borrowing limits in respect of pledge loans 

8.61. We have considered a suggestion that in view of the liberalisation 
of the share linking requirement recommended above, the loans on pledge 
or hypothecation of goods should be outside the maximum borrowing limits 
of the marketing societies as well as the cooperative banks concerned. 

We find from the replies received from the Registrars that in two States, 
no ceilings, with reference to owned funds have been laid down for pledge 
loans, while in one Slate, the marketing societies are allowed to obtain 
pledge loans upto 30 times their owned funds as against 8 times for other 
purposes. The model bye-iaws of a cooperative primary marketing society 
suggested by the Committee on Cooperalive Law do not provide for any 
restriction on borrowings on pledge of agricultural produce and against ware¬ 
house receipts. The relevant model bye-law suggested by the Committee 
is as follows : 

“14. MAXIMUM BORROWING LIMIT 

(1) The society shall not receive deposits and loans, from members 
and non-members together, in excess of eight times the paid-up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. It shall, however, be competent for the society 
to borrow from central cooperative bank or the State cooperative 
bank to which it is affiliated, or any other bank approved by the 
Registrar in this behalf in excess of this limit, provided that the 
excess borrowings are covered by the pledge of agricultural 
produce placed in the effective custody of such banks or by a 
warehouse receipt issued under the Warehousing Act.” 

8.62. As the above bye-law did not cover borrowings on the pledge of 

goods other than agricultural produce, e.g. agricultural inputs, consumer 
goods, the then Ministry of Community Development and Cooperation (De¬ 
partment of Cooperation) suggested a modification to the above bye-law so 
as to cover not only agricultural produce but also other goods placed in the 
effective custody of the banks or by a warehouse receipt issued under the 
Warehousing Act.* Even after this modification, the hypothecation loan may 
not be covered by the exemption as in such cases the goods are not placed 
in the effective custody of the banks. In this connection it has been stated 
that the borrowing power of a central bank is 10 to 12 times its owned funds, 
while for the State cooperative banks it is 15 to 20 times and that generally 
no bank suffers from want of borrowing power for financing the societies 
affiliated to it. In case of marketing societies it is competent for the general 
body of the society concerned to fix a higher borrowing limit, if its needs 
on account of pledge/hypothecation loans are larger and, therefore, no ex¬ 
emption would be necessary in such cases. It was further stated that it would 
not be desirable to allow the board of directors to borrow large amounts 
without any limit, even though such borrowings may be on pledge or hypo¬ 
thecation and that the general body should fix some limits for this purpose 
keeping in view the needs. We agree with the above views. We, however, 
recommend that the existing maximum limits of marketing cooperatives 
prescribed in their bye-laws for borrowings may be re-examined and wherever 
they are found to be inadequate, they may be suitably enhanced to meet their 
needs in respect of pledge/hypothecation credit or separate limits may be 
fixed for such credit. _ 

•Min. of C. D. & C. (Dept, of Coopn.) Circular No. 6-20/62-CM dated 18-8-62 
to State Govts. 
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State Governments’ statutory charges 

8.63. It has been brought to our notice that in some of the States, under 
the existing law or under various agreements, the State governments have a 
statutory first charge over all the assets including the stocks, etc., of the 
cooperative societies in respect of the amounts due to the government. This 
stands in the way of marketing societies obtaining adequate finance from the 
banks. We feel that this is a very undesirable practice which would strangu¬ 
late the societies as no bank will be willing to risk its funds in the face of 
government’s first charge. We, therefore, recommend that the State Govern¬ 
ments should immediately re-examine this aspect and remove the impediment, 
so as to enable the marketing cooperatives to function efficiently. 

Guaramee by the State Governments 

8.64. During the Fourth Plan period, the marketing societies at various 
levels would need large amounts of finance for their marketing, distribution 
and supply functions. Some of the societies in view of their weak financial 
condition or other reasons, may not be able to obtain adequate funds from 
the banking structure under the normal banking procedures. Although a 
steady process of growth generated by their own strength and resources would 
be desirable, in view of the need to accelerate the pace of expansion of 
cooperative marketing to suit the present needs. State assistance in various 
forms is inevitable for some time. We, therefore, recommend that the 
State governments may assist the deserving societies by standing guarantee 
for their borrowings wherever necessary in pursuance of an accepted eco¬ 
nomic policy. We do not, however, expect that such guarantees should be 
given in each and every case as a matter of routine. They should be given 
only in suitable cases, where a good working society with potential for 
development is unable to obtain adequate funds, or where a society needs 
large funds for procurement of foodgrains or other worthy purposes. The 
guarantee should be against default and not only losses. Thus, if under the 
normal practice, pledge loans are granted upto 75 per cent of the value 
of a particular commodity, government may, in suitable cases, stand gua¬ 
rantee for a margin of 5 to 15 per cent of the value to enable the bank to 
advance pledge loans upto 80 to 90 per cent of the value. As banking 
institutions, it will be too much to expect the cooperative or other banks to 
bear the risks involved in loaning to marketing cooperatives above certain 
limits. It should be the function of the welfare State in the larger interests 
of the development of cooperative marketing. As the marketing societies 
concerned will be under the constant supervision of the State Cooperative 
departments and such guarantees are to be given only in suitable cases, we 
anticipate that there should normally be no risk to the State governments in 
this regard. 

Extension of guarantee bv the Government of India for advances to con¬ 
sumer stores to marketing societies for consumer functions 

8.65. The Government of India have recently approved of a Scheme of 
guarantees to cooperative banks, State Bank of India and its subsidiaries 
and selected commercial banks for the finance provided to Cooperative 
Wholesale Stores and State and National Federations of Consumer Stores 
with a view to enabling these Stores to secure adequate finance for their 
working capital requirements.* The following are the main provisions of 
the Scheme: 

•Union Deptt. of Coop. Circular No. 1-25/65, CC dated 27-5-66. 
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(i) The societies will be required to arrange funds only upto 10% 
of the value of goods, by way of margin, to be provided from 
their own resources. The balance amount required for working 
capital will be made available by the financing banks. 

(ii) The Central Government will furnish their guarantee to approved 
banks in respect of working capital funds provided by them to 
Wholesale Stores and National Federations of Consumer Stores 
to the extent of :— 

(1) 25% of the amount of all loans and advances actually 
outstanding on the books of the bank against the society on 
the date on which the notice of demand is issued by the 
bank in accordance wkh the terms of the guarantee; 

OR 

(2) in the case of banks, other than a cooperative bank, the ac¬ 
tual increase in the amount of loans or advances over the 
amount outstanding on the 1st June, 1966, and in the case 
of cooperative banks, the difference between the loans and 
advances actually outstanding on the date on which the 
notice of demand in accordance with the terms of the 
agreement is issued and 75% of the market value of the 
goods pledged or 60% of the market value of the goods 
hypothecated as at the close of the business on the 1st June. 
1966; 

OR 

(3) Rs. 75 lakhs in the case of State or National Federation, 
Rs. 25 lakhs in the case of a society having its principal 
place of business in Greater Bombay, Calcutta, Madras. 
Delhi, Hyderabad, Bangalore or Ahmedabad and Rs. 15 
lakhs in the case of any other society; 

whichever amount is the least. 

(iii) The guarantee under the Scheme would be available only in 
respect of secured loans, i.e., advances against pledge or hypo¬ 
thecation of goods, book debts, etc., made by approved banks 
to the societies up to 31-12-71. 

(iv) The Central Government’s guarantee can be enforced at any time 
before the 1st January, 1972, notwithstanding that any security 
that the Bank may obtain from the society shall be outstanding 
or unrealised. 

(v) The Central Government’s guarantee shall not be invoked on 
more than one occasion by the Bank in respect of a particular 
society. 

(vi) The Director (Consumer Cooperatives), or the Director (Gua¬ 
rantee), Department of Cooperation, Ministry of Food, Agri¬ 
culture, Community Development and Cooperation, Govern¬ 
ment of India, New Delhi, will be the authority who will enter 
into the prescribed agreements of guarantee with the Banks 
eligible for the Central Government’s guarantee. 

(vii) This Scheme covers only Wholesale Cooperative Stores. State 
and National Federations of Consumer Stores, formed or recog¬ 
nized under the Government’s centrally-sponsored scheme. 
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8.66. Under this scheme, the wholesale consumer stores will be eligible 
to obtain credit from cooperative and other banks, credit upto 90 per cent 
of the value of goods, including book debts, securities, investments and other 
movable property. A wholesale store will thus be eligible ior credit from 
the banks in respect of credit sales made to primary stores, primary market¬ 
ing societies or village societies. However, this facility is not available to 
the marketing societies which undertake supply of essential consumer articles 
in the rural areas and obtain their supplies directly, in the absence 
of wholesale stores in the area. Since the wholesale stores have not been 
set up in many of the ‘mandi’ towns, the primary marketing societies will 
have to play an important role in the procurement and distribution of es¬ 
sential consumer goods in rural areas. Such societies are now obtaining 
their supplies either directly or through the district/apex marketing societies. 
We recommend that the above guarantee scheme may be made applicable 
to the apex and district/regional marketing cooperative societies, as well 
as primary marketing societies having a sizeable turnover of consumer busi¬ 
ness, in respect of finance required by them for undertaking distribution 
of consumer goods in rural areas since this activity is as much important as 
the urban consumer activity in order to maintain the price line and help the 
farmers. 

Finance for undertaking Government Procurement Schemes 

8.67. At present, the marketing cooperatives are increasingly being uti¬ 
lised by the State governments as weli as the Food Corporation of India, 
State Trading Corporation and other government agencies for procurement 
of foodgrains, jute, cardamom, etc., under the State procurement or price 
support schemes. These operations require large funds for purchasing the 
commodities from the growers on outright basis, for their transport and 
storage till they are taken over by the government or other agencies. We 
understand that there is always considerable delay between the purchases by 
marketing cooperatives and payment by State governments, etc., alter taking 
over stocks. In a large number of cases, marketing societies may have to 
hold the stocks for considerable periods in their godowns pending receipt 
of instructions from the government, etc., for their disposal. In such cases, 
we consider that marketing societies cannot be expected to raise the requisite 
finances from the normal banking structure. 

8.68. We, therefore, recommend that whenever cooperatives are utilised 
for procurement or price support operations under government schemes, the 
State governments. Food Corporation of India, State Trading Corporation 
or other government agencies, as the case may be, should assume full res¬ 
ponsibility for providing the cooperatives with sufficient advances to enable 
them to undertake the operations. As the State governments, etc., would 
have utilised the funds themselves if the procurement or price support mea¬ 
sures were undertaken by them directly and since the cooperatives cannot be 
penalised for the administrative delays, which are inevitable in regard to 
settlement of bills in such large scale operations, we recommend that such 
advances should be interest-free and the marketing societies should not be 
required to pay any interest for them. We have recommended in Chapter 
XII that arrangements for all such operations should be entered into by 
State governments etc., through the apex marketing societies only. We, 
therefore, recommend that the advances should be provided to the apex 
marketing societies, which should, in turn, distribute them to the primary/ 
district marketing societies according to their needs. In this connection, we 
also refer to the working arrangements suggested in para. 12.21 of 
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Chapter XII with a view to utilising the available funds to the maximum 
extent possible. 

8.69. Where, however, the State governments, etc., are unable to provide 
the required funds to marketing societies for procurement work or price 
support measures from their own resources for any reason, we recommend 
that the State government or other agency concerned should themselves make 
arrangements to obtain such finances directly from the State Bank of India 
or other agencies and advance them to the apex marketing society concern¬ 
ed, as the owned resources of the cooperative marketing societies cannot 
permit such large scale borrowings. 

8.70. We also emphasise the need for prompt payment for stocks deli¬ 
vered to government, etc., without undue delay. If in case marketing co¬ 
operatives are required to hold the stocks for sometime, the government or 
other agencies concerned should pay the marketing societies for the stocks 
and allow the societies to keep them in storage as agents of government, etc., 
through suitable arrangements regarding payment of storage costs, insurance, 
etc. Marketing cooperatives should not, in any case, be required to bear 
the burden involved in holding buffer stocks on behalf of the government 
agencies. 

Branches of Central Cooperative Banks at Mandi Centres 

8.71. We find that most of the central cooperative banks in the country 
have not opened adequate number of branches and their operations, in many 
cases, are centralised in their head offices. As on 30-6-64 the 386 central 
cooperative banks in the country had 1,423 branches. These branches are 
mostly accounted for by Maharashtra (481), Madhya Pradesh (210), 
Gujarat (206), Mysore (142) and Punjab (104) States. In the remaining 
States the average number of branches opened by central banks ranges 
between 2 and 3 per bank. With the large expansion of cooperative credit 
as well as cooperative marketing envisaged in the coming years, it is neces¬ 
sary that all central cooperative banks should open branches at suitable 
places to facilitate the transaction of village, marketing and other types of 
societies. As primary marketing cooperatives are located in the ‘mandis’, 
we consider that it would be advantageous both for credit and marketing 
cooperatives, if the branches are opened at the headquarters of all primary 
marketing societies. It will be preferably both the branches of the banks and 
the marketing societies are located in one and the same building or in ad¬ 
joining buildings. Such branches at the ‘mandi’ centres can also incidentally 
enable the banks to tap local deposits. 


Note.— Shri K. C. Cheriyan, representative of the Reserve Bank of India on the 
Committee, is not in agreement with the recommendations 73 (ii), 74 and 77 of Chapter 
VIII, given in the Summary of Conclusions and Recommendations. These have reference 
to paragraphs 8.38, 8.45 and 8.49 respectively. 


Chapter IX 


BUSINESS TECHNIQUES 

9.1. The success of any cooperative marketing organisation depends 
largely on the business methods and practices it adopts and the quality of 
services it renders to its constituents. If a marketing society is to retain 
its members’ patronage, it has to give the best and most efficient service 
to its members, as member-loyalty depends more on the efficiency of the 
institution than merely on contractual obligations or ideological considera¬ 
tions. Cooperative marketing is referred to as the most difficult form of 
cooperation and also the least understood. Cooperative ideology is impor¬ 
tant, but unless the marketing societies adopt sound business techniques 
and render better service to the farmers than that by private traders, they 
will not stand the competition from the latter. 

Reasons for slow progress of cooperative marketing 

9.2. We consider that so far as the basic institutional structure of co¬ 
operative marketing is. concerned, the framerwork already set up is 
adequate and no major change is called for. The weakness, however, lies 
in lack of effective coordination among the societies at different levels, 
failure to evolve and adopt proper trading practices and also dearth of 
managerial efficiency. Most of the marketing cooperatives have been con¬ 
tent with only selling such of the produce as is brought to them as com¬ 
mission agents in the local mandis. There has been no attempt on their 
part to streamline their business methods with a view to adapting them to 
the changing needs nor to find a better market for the produce. Even 
successful marketing societies, which have been able to handle a sizeable 
share of their member’s produce, do not seem to have made any serious 
attempts to find more favourable markets. They were mostly functioning 
as commission agents for selling the produce to the local traders, and in 
effect, their operations facilitated the work of the traders in assembling the 
produce. 

9.3. For instance, the Coorg Cardamom Growers Cooperative Market¬ 
ing Society, Ltd., in Mysore State, which has been able to market annually 
over Rs. 30 lakh worth cardamom, representing about 60 per cent of the 
production in the district, markets almost the entire produce through auc¬ 
tions at Mercara to private traders. The private traders export the carda¬ 
mom so purchased to North Indian markets as well as to foreign countries. 
Similarly, the Pattiveeranpatti Cooperative Coffee Curing and Industrial 
Society, Ltd., in Madras State, which handles annually about Rs. 12 to 15 
lakhs worth of cardamom, markets the entire produce locally. Even in 
the case of arecanut, in the marketing of which a number of societies in 
Mysore State have made considerable progress, it was found that the so¬ 
cieties have been selling a major portion of their produce through local 
auction to traders as may be seen from the following figures.* 

♦Study Team on Cooperative Marketing of Specified Plantation Crops (1964)— 
NCDC. 
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Total value Of the value 
of agricultu- in Col. (2), 


Name of the Society 


ral produce 
handled 
in 1963-64 

value of 
produce 
sold in 
Bombay/ 
Madras. 



(Rs. in lakhs) 

1. The South Kanara Agriculturists Cooperative Marketing Society 


Ltd., Mangalore .... 


250 -67 

1 -72 

2. The Sirsi Totgars Cooperative Sale Society, Ltd. 

. , 

117-30 

2-42 



(1962-63) 


3. The Malnad Areca Marketing Cooperative 

Society, 

Ltd., 


Shimoga. 


58 -73 

1 -72 

4. Kumta Coop. Areca Sale Society, Ltd. . 

. 

46 -78 

... 

5. Kasargode Agriculturists Coop. Marketing 

Society, 

Ltd., 


(Kerala). 


26 -94 



The Nilgiris District Potato Growers Cooperative Marketing Society 
Ltd., in Madras State, which handles a large share of the potatoes grown 
in the district, also sells a sizeable portion of its produce to local traders 
only. 

9.4. We are aware that the inability of these societies in arranging sale 
of their produce in terminal markets was due to certain practical difficulties. 
Individually these societies were not able to compete with the well-estab¬ 
lished traders in the up-country markets and no effective support from the 
higher level organisations was available to them. We consider that it 
should have been possible to arrange for sale of these items of produce 
directly in the terminal markets, if only the apex and the national federa¬ 
tions had taken sufficient interest. Thus, lack of coordination between the 
national/apex bodies and the primary societies on the one hand and ab¬ 
sence of adequate support from the higher level bodies to the primaries 
were responsible for this lacunae even in respect of areas where individual 
societies have made considerable progress. 

Need for adoption of sound business techniques 

9.5. One of the objects of a marketing cooperative is to ensure the 
maximum share of the consumers’ prices to its producer members. For 
this purpose, the marketing societies at various levels should not only keep 
their margins as well as other costs as low as possible, but also arrange for 
sale of the produce, after processing where necessary, directly to the con¬ 
sumers in the terminal markets, eliminating the middlemen now operating. 
The private traders and business organisations have evolved certain busi¬ 
ness methods and practices and their long experience in the trade has 
equipped them with formidable strength. The trader knows where and in 
what form a particular commodity is in demand and he arranges the sale 
of his goods accordingly. 

A marketing society, if it is to be successful and withstand competition 
from the established private traders, should also evolve similar business 
techniques, without at the same time sacrificing the basic cooperative prin¬ 
ciples. In order that such practices are both sound and effective, they 
will have to broadly satisfy the following criteria :— 

(i) They should aim at giving the best possible return to the pri¬ 
mary producer-members. 
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(ii) They should not involve any undue financial risk to the market¬ 
ing society as an institution. 

(iii) The operations should be mainly concerned with the disposal 
of members’ produce. 

(iv) The ordinary grower-member should be willing to accept the 
relevant trading practices. 

Methods of handling agricultural produce 

9.6. There are usually three methods, which can be followed by 
marketing cooperatives in procuring the produce from their farmer- 
members, viz .,— 

(i) Paying the farmer cash on delivery of his produce and selling 
it later on society’s own account i.e., outright purchase. 

(ii) Paying the farmer the value actually obtained by sale of his 
produce, after deducting the commission and other charges in¬ 
curred by the marketing society, i.e., sale on agency basis. 

(iii) Paying the farmer the net average pool price after the produce 
in the pool to which his produce was contributed is sold after 
grading and processing, where necessary i.e. pooling. 

Seed for sale after grading and pooling 

9.7. If the marketing structure is to give the grower the benefit of the 
best price obtainable in the most favourable markets, without at the same 
time involving any risk to the society, the trading practice to be adopted 
by such a structure has to be one which involves grading, pooling and 
bulking of the produce (and processing where necessary) and finally sale 
in the most favourable markets. Such a system envisages that the produce 
brought by an individual grower would be sorted out into separate grades 
and that he would be given certain amount of money as advance represent¬ 
ing a percentage of the likely sale value of the produce. The produce of 
each grade would then be pooled and processed and finally disposed of in 
the most favourable market over a period of time. At the end of the 
period, the grower is paid back the average pooled price based on the gross 
earnings in respect of each grade minus the incidental and handling charges 
incurred by the cooperatives. Such practice of pooling has been adopted, 
with a considerable measure of success, by cotton cooperatives in Gujarat. 
This system has the obvious merit of ensuring that the marketing coope¬ 
rative, as an institution, does not undertake any undue risk, while at the 
same time, it enables it to negotiate for a good price in the most favour¬ 
able market on the basis of large quantities. 

The goal of every marketing cooperative should, therefore, be to 
eodeavour to undertake the sale of its members’ produce in the most 
favourable market after grading, pooling and bulking, and processing where 
necessary, in the most favourable consumers/terminal markets through the 
aid of higher level organisations so that the grower could get the best price 
for his produce without involving any risk to the society. For this pur¬ 
pose, the marketing societies, the cooperators and the State Governments 
should undertake a systematic campaign for acceptance of the practice by 
the growers. 
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Difficulties in undertaking pooling in prevailing conditions 

9.8. While the system of pooling described above would be an ideal 
trading practice for marketing cooperatives, for various reasons, such a 
practice cannot be adopted by all the marketing societies immediately in 
the prevailing conditions. Firstly, most of the marketing societies are 
not equipped to undertake grading of agricultural produce brought by their 
members. Secondly, in view of the large varieties of the same crop grown 
with considerable variations in quality, pooling of such produce is based 
with several practical difficulties. Thirdly, for psychological reasons, most 
of the growers may prefer to sell their produce in separate lots for fear 
that their produce would get mixed up with the produce of inferior quality 
of other farmers. 

It is no doubt true that sale of cotton through pooling has attained 
considerable measure of success in Gujarat. This has, however, been 
possible due to certain historical reasons. Each cotton sale society in 
Gujarat has a small area of operation and the number of varieties of the 
cotton crop grown in the area is very limited, due to the organised efforts 
made by these societies over a period of time, to supply standard cotton 
seeds of uniform quality. Unless similar conditions exist elsewhere, it 
may be difficult to popularise the sale through pooling, particularly in res-- 
pect of major crops like paddy, where a large number of varieties are 
grown in the same village or group of villages. 

Need for restricting the .varieties of the .same crop .grown in the same 
village or group of villages 

9.9. In this connection, we consider that it will be advantageous if only 
one or two varieties of the same crop are grown in a village or group of 
villages under similar conditions. This will considerably help in grading 
and pooling of produce as also in its transport and bulk storage. We. 
therefore, recommend that the State governments and also the cooperatives 
distributing improved seeds, may make concerted efforts in this direction 
through distribution of uniform variety of seeds best suited to the area and 
through education and propaganda. 


Sale as commission agents 


9.10. Till such time as the practice of sale through grading, pooling 
and spreading out sales becomes popular, the marketing societies will have 
to adopt the usual trade practices of (i) sale as commission agents, and 
(ii) outright purchases from members and subsequent sale as owners of the 
produce. A majority of the primary marketing societies have been func¬ 
tioning as commission agents only as may be seen from the following 
figures: @ 


Value of sales during the years 


(Rs. in croTcs) 


As owners As 

Year through out- commis- Total 

right pur- sion 

chases agents 


1957-58 . 4-76 11-33 16 09 

1960- 61 14-66 36-87 51-53 

1961- 62 10-38 49-59 59-97 

1962- 63 11-93 58-62 70-55 

1963- 64 16-65 64-79 81-44 


@1963-64 -Important Statistics-Coop. Movement, Min. of CD&C. 
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Sale as commission agents offers certain advantages to the marketing 
cooperatives. Firstly, it carries no undue risks and is, therefore, financial¬ 
ly a safe practice to adopt. Secondly, it enables the cooperatives to build 
up experience of handling agricultural produce particularly in the formative 
stages. In view of these considerations, marketing societies should, in the 
initial stages, as far as possible and depending upon the marketing prac¬ 
tices in the area, act as agents of their members for sale of their produce. 

9.11. At present most of the marketing societies sell the produce in 
separate individual lots to the local traders. Grading, if any, and pro¬ 
cessing where necessary, are largely undertaken by the private traders, 
who buy the produce and thereafter arrange for its sale in the consuming 
markets. Even while selling as commission agents, the marketing societies 
should undertake grading and processing where necessary before sale, so 
that the consequential benefits in price could be passed on to the producer. 
We are aware that while it may be possible to undertake grading and pro¬ 
cessing in respect of the produce of the larger growers with sizeable market¬ 
able surplus, it may not be possible to do so in respect of the produce of 
the smaller growers in view of the small lots involved. But it should be 
the endeavour of these societies to persuade smaller growers to agree to the 
pooling of their produce, after sorting each lot into separate grades. 

9.12. Sale as a commission agent is, however, subject to certain limita¬ 
tions in the present conditions. These limitations are as follows :— 

(a) A farmer with a small marketable surplus does not often take 
his produce to the secondary market for sale through a com¬ 
mission agent. On the other hand, he disposes of his produce 
on an out-right basis either in his own village or in the neigh¬ 
bouring ‘hat’. A cooperative marketing society, functioning as 
a commission agent, therefore, is not in a position to render 
any effective service to such a small producer. As pointed 
out by Mehta Committee on Cooperative Credit, “There 
should be sufficient inducement for an agriculturist to bring 
his produce to the marketing society . . . That he should also 
be paid on the spot—particularly if he is a small producer— 
for the produce brought by him to the marketing society has 
been amply brought out in evidence before us. Unless, there¬ 
fore, marketing organisations are permitted and enabled to 
make out-right purchases from the producers, the benefit of 
cooperative marketing cannot be enjoyed by them.” @ 

(b) In regard to certain crops, such as jute, the normal trade prac¬ 
tice at all levels is to make out-right purchases. There is no 
system of commission agents functioning on behalf of the 
grower and hence, in such cases, a marketing cooperative try¬ 
ing to function as a commission agent has obviously no place. 

(c) In some cases, where the local traders form a ring or other¬ 
wise tend to boycott the society, it can happen that, the market¬ 
ing society operating as commission agent is able to obtain for 
the grower a price which is lower than the price available to 
the grower in the shop of a private commission agent. In 
such situations the cooperative marketing society has to step 
in and be prepared to buy outright at prevailing market prices. 

©Report of the Mehta Committee on Cooperative Credit, Chapter XIV, Para. 18.p 
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(d) As most of the small farmers sell their produce at the village 
itself on outright basis, recovery of production credit granted 
by credit cooperatives through sale of the produce through 
marketing cooperatives is not possible. 

Need for out-right purchases 

9.13. It may thus be seen that even where the system of grading and 
pooling and sale as commission agent could be the most satisfactory trad¬ 
ing practice, it cannot, however, be adopted by many of the marketing so¬ 
cieties under the prevailing market practices. In order to meet the present 
needs and with a view to extending the benefit of cooperative marketing 
to the smaller grower, marketing societies may have to undertake outright 
purchases of agricultural produce, in certain circumstances, as a matter of 
necessity, but not as a matter of preference or general policy. 

Recommendations of Mehta Committee on Cooperative Credit 

9.14. The Mehta Committee on Cooperative Credit, while analysing 
the reasons for the slow progress of cooperative marketing, emphasised the 
need for allowing cooperative marketing societies to undertake outright 
purchases on a more liberal scale, in the following words :* 

“Their (of marketing cooperatives) practices and methods are 
often out of tune with the general prevalent trade conditions 
so that they are not in a position to offer sufficient inducement 
to producers to bring their produce to them in just the same 
way as private traders do; much less can they compete with the 
traders. The merchants have their agents operating in the 
villages who either arrange for the transport of their produce 
to the ‘mandis’ or even purchase the produce in the 

villages.Producers with a small surplus produce will 

more often be inclined to sell the produce outright rather than 
entrust to the marketing society-for sale on an agency basis. 
At present, marketing societies undertake the sale of mem¬ 
bers’ produce only as agents, charging a commission for their 
services. If their by-laws provide for outright purchases of 
members’ produce, such purchases can be only to a limited 
extent, usually not exceeding the paid-up share-capital. The 
limit is generally low and prevents the societies from helping 
many small producers who would like to sell their produce 
outright.” 

Recommendations of Conference of State Cooperation Ministers, Lucknow 

9.15. The Conference of State Cooperation Ministers held at Lucknow 
in February, 1963, while emphasising that the ideal business practice for 
marketing cooperatives should be to undertake pooling and grading of 
agricultural produce, recommended that outright purchases might be under¬ 
taken in the following circumstances:— 

(a) Where local traders form a ring or boycott the society; 

(b) Where the normal trade practice in respect of a crop/crops in 
a given area is to make outright purchases, e.g., jute, paddy 
etc. in the Eastern region of the country; 

*Report of the Mehta Committee on Cooperative Credit, Chapter XIV. Para 16. 
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(c) Where agricultural produce is to be kept in stock for inter¬ 
state/ export trade; 

(d) In respect of agricultural produce disposed of by the grower 
either in the village or at the ‘hat’ i.e., at a level lower than 
the established market. 

It was also stressed that such outright purchases should be regarded 
essentially as an interim measure and, as early as possible, the marketing 
cooperatives should persuade the grower to accept the practices of grading 
and pooling. The Conference also recommend the creation of a special 
price fluctuation fund with contributions from Central and State Govern¬ 
ments to meet any possible loss on account of such outright purchases in 
the initial stages by the marketing societies. 

Scheme for out-right purchases and creation of price fluctuation fund by 
marketing cooperatives 

9.16. In pursuance of the above recommendations and further discus¬ 
sions in the National Cooperative Development Corporation, the Govern¬ 
ment of India formulated a scheme in September, 1964, for enabling 
marketing cooperatives to increasingly undertake outright purchases and 
for the creation of a special price fluctuation fund, with government con¬ 
tributions, to meet the losses that might arise in such transactions. 

The salient features of the scheme were as follows :* 

(i) To begin with the scheme will be introduced in 200 select 
marketing societies during 1964-65 and in 300 societies during 
1965-66 which will be selected by the State Registrars con¬ 
cerned. 

(ii) The following criteria were required to be kept in view for 
selection of societies for implementing the scheme— 

(a) the societies should be located at mandi centres and have 
suitable managers and other staff who will be able to 
handle outright purchases of agricultural produce; 

(b) the societies should have good financial strength in terms 
of their own share-capital, reserves, etc. and be able to 
command adequate borrowing facilities; 

(c) the concerned societies should have processing facilities 
or be able to hire such facilities easily; 

(iii) Outright purchase under the scheme should not exceed twice 
the owned funds of the society at any particular time. This 
limit is, however, subject to review every year; 

(iv) Such purchases should be made from grower members of tbo 
marketing societies for affiliated credit societies only subject 
to the condition that the total outright purchase from a single 
member should not exceed Rs. 750 per year. 

(v) To the extent practicable, outright purchases may be made 
only after the produce is properly graded. 

(vi) The National, Apex and other level marketing societies select¬ 
ed under the scheme should contribute 10 per cent of their net 

•Ministry of C. D. & C. Circular letter No. 6-18/61 CM dated 4-9-64 to State Govem- 
[ meats. 
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profit to a price fluctuation fund to be created by these so¬ 
cieties at their own end. 

(vii) The Government will contribute at 2% of the value of out¬ 
right purchases of agricultural produce made by the selected 
societies in the preceding year. This contribution will be avail¬ 
able even if a society had earned no profits in a year and, 
therefore, is unable to make any allocation to its price fluctua¬ 
tion fund. Tlie cumulative limit of government contributions 
would, however, be limited to Rs. 20,000 in respect of each 
primary marketing society, Rs. I lakh for the regional-state 
apex marketing society and Rs. -2.5 lakhs for the National 
Federations. The Government’s contribution will be shared 
by the Central and State Governments on 50: 50 basis. 

(viii) Government contributions to the price fluctuation funds of the 
apex and lower level societies will be made at the level of the 
State Apex marketing society concerned, which should main¬ 
tain separate accounts for each society. The price fluctuation 
funds created from the profits of those societies will, however, 
be maintained by the societies themselves. At the National level 
the fund will be maintained by the National Federation con¬ 
cerned. 

(ix) Losses, if any, arising out of outright purchases under the 
scheme, will be set off first against the price fluctuation fund 
of the society created out of its profits and the residuary, if 
any, will be met from the government’s contribution maintain¬ 
ed at the level of the apex marketing society. In case of 
losses exceeding the amount available from both the funds, 
they should be made good from the owned funds of the so¬ 
ciety concerned. The fund will be operated upon by the Apex 
Marketing Society subject to the approval of a committee to 
be set up for the purpose—consisting of the representatives of 
the State Apex Marketing Society concerned, the Cooperative 
department and such other interests which the State Govern¬ 
ment may consider desirable. 

(x) The following crops will not be covered by the scheme:— 

(a) Perishable crops; 

(b) Highly speculative crops; 

(c) Crops for which there is minimum/maximum guaranteed 
price fixed by government e.g., sugar-cane; 

(d) Commodities purchased on behalf of the government or 
government nominated agencies under any scheme of pro¬ 
curement or any price support scheme. 

(xi) While outright purchases under the scheme may be made by a 
primary marketing society on its own account or by a higher 
level marketing society acting through the primary marketing: 
society, government contributions will, however, be available 
only at a single point of purchase where the risk is borne. 

(xii) The selected societies should, to the maximum extent possible, 
ensure recovery of credit through sale of the members’ 
produce. 
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(xiii) The produce so purchased should be disposed of as early as 
possible. 

The Scheme was communicated to the State Governments on 4-9-1964 
and many of them began implementing the scheme during 1965-66. 

Impediments for successful implementation of the scheme 

9.17. During the course of meetings/seminars with State officers and 
societies held subsequently, it was represented that the following features 
of the scheme were unsatisfactory and require modification so that the 
scheme could have an impact on the development of cooperative market¬ 
ing :— 

(a) The scheme, inter-alia, lays down that the value of the agri¬ 
cultural produce bought in a single year on outright basis from 
a member should be limited to Rs. 750/-. This limit was con¬ 
sidered much too rigid. While it was recognised that in order 
to ensure that the scheme covered the produce of small farmers 
and, therefore, some sort of a ceiling should be laid, it was 
suggested that the fixation of the ceiling might be left to be 
determined in the light of local conditions by individual state 
governments. 

(b) It is envisaged in the scheme that each marketing society 
covered by the scheme should set apart at least 10% of its net 
profits to a Price Fluctuation Fund. It is further envisaged 
that in respect of such societies, government will make a con¬ 
tribution, at the rate of 2% of the value of outright purchases 
made in the preceding year, to an account maintained at the 
apex marketing society level. If and when losses arises, they 
will first have to be adjusted against the account to the credit 
of the Price Fluctuation Fund of the society concerned and 
only the residuary, if any, will be met from the amount con¬ 
tributed by the government at the level of the apex marketing 
society. Under this procedure, if a marketing society has 
built up a sizeable price fluctuation fund, the entire burden of 
bearing the loss, if any, arising out of outright purchases will 
fall on the society. Since only selected marketing societies 
with strong financial position are being taken up under the 
scheme, the present scheme does not offer the prospect of 
lending much financial support to them in regard to outright 
purchases of agricultural produce. 

(c) The following crops have been excluded from the purview of 
the scheme:— 

(i) Perishable crops; 

(ii) Speculative crops; 

(iii) Crops such as sugar cane for which there is minimum/ 
maximum guaranteed price fixed by government. 

(iv) Commodities purchased on behalf of the government or 
government nominated agencies such as S.T.C., etc. under 
any scheme of procurement or any price support scheme. 

Taken together, the above enumeration is so comprehensive that it 
practically covers every significant crop, including fruits and vegetables, 
cotton, jute and even foodgrains. with the result very few crops are left 

for outright purchases. 
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Modifications made to the scheme 

9.18. These suggestions were considered by the National Cooperative 
Development Corporation in consultation with the Union Government, and 
the following modifications were made to the scheme in June, 1965 :—* 

(a) The State governments may suitably enhance the limit of 
Rs. 750/- earlier imposed on the purchases to be made from 
an individual member during a year. However, the State gov¬ 
ernments should keep in view the need for ensuring that the 
scheme is primarily meant for the benefit of small growers. 
Hence the State governments, while enhancing the limit, may 
keep it within Rs. 1,500/-. 

(b) As regards crops purchased on behalf of government or gov¬ 
ernment nominated agencies under any scheme of procurement, 
they should continue to be outside the purview of the scheme. 
Again perishable crops other than fruits and vegetables may 
also be outside the purview of the scheme. As regards other 
crops, the State governments may, in the light of local condi¬ 
tions, determine the crops to be included within the purview 
of the scheme. 

(c) No society should undertake speculative transactions. In 
other words, the agricultural produce purchased by them under 
this scheme should be disposed of as quickly as possible, after 
processing, whenever necessary. 

Need for extending the scheme till end of Fourth Plan and to cover larger 
number of marketing cooperatives. 

9.19. While, normally, sale after pooling and grading as agents of 
members is an ideal arrangement for cooperative marketing societies, we 
think that for a variety of reasons, pooling of produce may not always be 
practicable under the prevailing market practices. If the marketing co¬ 
operatives are to serve the small producers, they should, as rightly empha¬ 
sised by the Mehta Committee on Cooperative Credit, discriminatingly 
undertake outright purchases, subject to certain limitations, so as to con¬ 
form to the present normal practice adopted by the trade. Such outright 
purchases should, however, be considered as an unavoidable necessity 
under certain circumstances and they should, therefore, be viewed as a 
transitional stage in the development of cooperative marketing. 

9.20. The scheme of outright purchases formulated by the Government 
of India was implemented in several States only very recently and we had 
as such no opportunity to review its practical working. The present scheme 
is on a pilot basis for a period of three years. We consider that a period 
of three years is too short to correctly appraise the benefits and deficiencies 
of the scheme, particularly as many of the States have been able to imple¬ 
ment the scheme in a small number of marketing societies only recently.. 
Further, since the implementation of the scheme, a large number of good 
working marketing societies were engaged in handling foodgrains under 
State procurement schemes and were thus unable to undertake outright 
purchases, as envisaged in the scheme. We, therefore, recommend that 
the scheme may be continued during the Fourth Plan period and it may be 
extended to all good working societies satisfying the prescribed conditions 
during the course of next two years. It is also necessary that the pro¬ 
gress in implementing the scheme should be reviewed periodically, both at 


♦NCDC Circular letter No. 6. 18/61M (NCDC) dated, 19-6-65 to State Governments. 
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the State and national levels, in order to pool the experience and also to 
remove any difficulties or deficiencies found in its working. 

Price fluctuation Fund-Modification of procedure for sharing of losses 

9.21. Under the present scheme, the losses, if any, arising from out¬ 
right purchases, will first have to be met from the price fluctuation fund of 
the society concerned and only the residuary, if any, will be met from the 
amount contributed by the government at the level of the apex marketing 
society. We consider that this procedure is unfair to good working niarket- 
ing societies. If a society has built up a sizeable price fluctuation fund 
over a period of time, the burden of bearing the loss, if any, will always 
fall entirely on the society, whereas in the case of an inefficient society 
with little or no amount under the fund, the loss will be largely or entirely 
met from the government contributions. Since only good working societies 
are being taken up under the scheme, there is no incentive under the pre¬ 
sent scheme for such societies to increasingly undertake outright purchases, 
in as much as the entire burden of losses, if any, on such transactions would 
fall on them essentially. 

9.22. The National Cooperative Development Corporation which con¬ 
sidered this question, suggested the following method in this regard :—* 

“The government contribution at the rate of 2 per cent of the value 
of outright purchases should be contributed to a special price fluctua¬ 
tion fund to be kept with the individual marketing societies operating 
under the scheme. The ceiling on government contribution to this 
fund should continue to be Rs. 20,000/- for primary marketing socie¬ 
ties, Rs. 1.00 lakh for regional/state societies and Rs. 2.5 lakh for the 
National Federation. This special price fluctuation fund should be dis¬ 
tinct from the ordinary price fluctuation fund to be created by each 
such society out of its own resources by allocating a minimum of 10 
per cent of its net profit every year. The special price fluctuation fund 
created by government contribution should not be utilised in the busi¬ 
ness of the society and should be available for meeting losses arising 
out of transactions of outright purchases up to 2/3rds of the losses. 
The remaining losses should be met by the concerned society from its 
own normal price fluctuation fund or from its other resources.” 

The Central Government, we understand, did not, agree to this modifi¬ 
cation and deferred their decision till after a review of the operation of the 
scheme during 1964-65 was made to find out whether, as a result of the 
existing arrangements for sharing the losses, the selected cooperatives had 
shown any reluctance in implementing the scheme. We consider that, 
prima-facie, it is evident that the price fluctuation fund, as constituted now 
is intended to assist only such societies as do not have any amounts under 
their price fluctuation fund to meet the losses, if any, in undertaking out¬ 
right purchases. Since it is intended that only good working marketing 
societies are to be selected to implement the scheme, it is obvious that, in 
effect, very few such societies would be benefited from the government 
contributions. 

9.23. Unless some incentive in the form of meeting at least a part of 
the losses by government is offered, we are afraid that though the societies 
may agree to implement the scheme through official pursuasion, etc., many 

*Vide NCDC Circular No. 6.18/61 M (NCDC) dated, 19-6-1965. 



151 


of them may not effectively implement it with the requisite earnestness in 
view of the risk of losses, which ultimately they alone have to bear. We 
consider that the recommendations of the National Cooperative Develop¬ 
ment Corporation in this regard strikes a balance, in that, both the Gov¬ 
ernment and the society would share the loss. We, therefore, recommend 
that the losses, if any, on account of outright purchases under the scheme 
may be met from the government contributions to the fund and the so¬ 
ciety in the ratio of 2 : 1. In other words, two-thirds of the loss may be 
met from the price fluctuation fund of the society concerned contributed 
by the government, while the remaining one-third may be met from the 
price fluctuation fund created by the society and where it is not enough 
to meet it, from out of its other general funds. Where, however, the 
amount in the special price fluctuation fund contributed by the govern¬ 
ment is less than two-thirds of the loss incurred, then the balance should 
be met by the society concerned in addition to the one third portion of the 
loss. 

9.24. We understand that the National Cooperative Development 
Corporation, has recently approved the following further changes to the 
schema:— @ 

(i) For commodities which are disposed of by cooperatives after 
processing and where the fluctuations in prices are likely to be 
relatively high, or commodities which are exported outside the 
country, it may be open to the state governments to raise the 
rate of government contribution (which is 2% of the value of 
agricultural produce purchased by cooperatives on outright 
basis), subject to a maximum of 5%; 

(ii) The existing ceiling of Rs. 20,000, Rs. 1.00 lakh and Rs. 2.5 
lakhs for government contributions to the price fluctuation 
fund for primary marketing/processing society, apex market¬ 
ing society and the National Marketing Federation respectively 
will be removed and the quantum of contribution should be 
determined by the extent to which marketing cooperatives at 
various levels had undertook outright purchases. 

(iii) The special price fluctuation fund created out of government 
contributions may be maintained by the individual marketing/ 
processing societies operating under the scheme, but it should 
be kept distinct from the ordinary price fluctuation fund main¬ 
tained by the societies from their own profits. While the spe¬ 
cial price fluctuation may form part of the owned funds of the 
society, it shall not be utilised in its business. In a year, only 
up to two-thirds of the losses should be met out of the special 
price fluctuation fund and the remaining loss should be met 
by the society from its normal price fluctuation fund or from 
its other resources. 

Outright purchases jointly by higher level and primary marketing societies. 

9.25. One of the principal tasks of the higher tiers of cooperative 
marketing structure should be to develop cooperative trade in agricultural 
produce from the level of the secondary market to the terminal market. 
Since many of the primary marketing societies do not have the requisite 
experience or the wherewithal to bear the entire risk we recom- 

(ffiProceedings of the 16th Meeting of the N. C. D. C. held on 6-10-66. 
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mend that, as far as practicable, outright purchases may be undertaken 
jointly by higher level organisations such as the district or apex marketing 
societies and the primary marketing societies. The funds, risk and profits 
may be shared jointly by these institutions on an agreed basis. The pri¬ 
mary societies should in turn utilise the profits in the form of bonus to their 
members. Where, however, for some reason, a primary marketing society 
is not in a position to participate in the risk, the outright purchases may 
be made exclusively on the account of the higher level society, the primary 
society concerned acting as agent of the higher level society. 

Need for sale in terminal markets 

9.26. As we have observed earlier, most of the marketing societies 
now sell their produce to the local traders without grading and processing. 
The trader in turn arranges sale, after processing where necessary, in the 
terminal and other consuming centres. As a result, the cooperatives are 
not in a position to obtain a better price to the farmer. We recommend 
that the higher level cooperatives viz., the apex societies and the National 
Federation should endeavour to find avenues for the sale of the produce 
of their member societies at the most favourable terminal markets and 
arrange to sell the produce at such markets directly, undertaking intra or 
inter -state trade or export, where necessary, for the purpose. 

Linking of marketing societies with consumers cooperatives 

9.27. The success of cooperative marketing of foodgrains and other 
agricultural produce consumed within the country, will, to a great extent, 
depend on the extent to which the marketing societies are able to effect 
sale of their produce directly in the consumers’ markets. A net work of 
urban consumers cooperative stores are being organised at all important 
towns in the country. At present there are 252 wholesale stores in the 
country operating through 1936 branches and 5933 affiliated primary 
stores with a monthly turnover of about Rs. 13 crores covering almost 
all the 250 cities with a population of over 50,000. In addition there are 
over 2,000 consumers stores for industrial and mine workers and the rail¬ 
way employees. We understand that it is envisaged that all towns with a 
population of 10,000 and above will be covered by such stores within the 
next two years and the object is to cover 20 per cent of the population and 
20 per cent of the retail trade in essential goods in urban areas served by 
such stores. It would be advantageous both to the consumer and the 
producer, if an effective link is established between the marketing and 
consumers organisations at various levels. As far as the marketing socie¬ 
ties are concerned, such a link enables them to ensure a ready market for 
the commodities handled by them, while the consumers stores will have a 
dependable agency in the marketing societies for supplying agricultural 
produce of assured quality at reasonable rates. Such a direct link will also 
help in reducing the price spread between the consumer and the producer. 

9.28. In pursuance of the recommendations of the Conference of Re¬ 
gistrars of Cooperative Societies and apex marketing societies held in April. 
1964 and the Conference of State Cooperation Ministers held at Hydera¬ 
bad in June, 1964, the National Cooperative Development Corporation 
suggested to the State governments the following measures with a view to 
forging an effective link between marketing cooperatives and consumers 
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stores and thereby ensure a better return to the producers without enhanc¬ 
ing the price to the final consumer :—* 

(i) Mutual representation on the boards of directors of the apex 
marketing society and the state consumers federation; 

(ii) Setting up a joint co-ordination committee at state level con¬ 
sisting of representatives of the cooperative department and 
the two apex bodies; 

(iii) Local consumers stores should be encouraged to maintain 
direct liaison with the marketing societies operating within the 
state and effect their purchases of foodgrains and other agricul¬ 
tural produce through them. 

(iv) The State governments should also endeavour to pursuade the 
consumer cooperatives to obtain their requirements of agricul¬ 
tural produce through the marketing cooperatives as far as 
practicable to their mutual advantage. 

(v) In the case of deficit States, the apex marketing societies of 
surplus states should get in touch with the wholesale stores, 
which are deficit in the requisite types of foodgrains, etc. 

9.29. The National Cooperative Agricultural Marketing Federation 

has also recently communicated to all wholesale stores, etc., a scheme for 
procurement in bulk of various agricultural commodities from cooperatives 
in the producing areas in collaboration with the apex marketing societies 
concerned and supply them to the consumer stores. We also learn that the 
Union Government have some time back communicated to all wholesale 
stores information regarding the names of marketing societies, particulars 
of agricultural commodities available with them, etc. It is reported that 
during 1964-65, 194 marketing societies supplied foodgrains worth 

Rs. 335.89 lakhs to 84 wholesale and 458 primary consumer stores. Much 
of this progress was, however, made in Madras State, (which accounted 
for Rs. 215.64 lakhs), where the district cooperative supply and marketing 
societies combine the functions of marketing and consumer cooperatives. 

9.30. We consider that if the measures already suggested are imple¬ 
mented, considerable progress could be made in forging an effective link 
between the marketing and consumers cooperatives. In this connection, 
we were informed that there is a tendency on the part of many of the 
consumers cooperatives to directly obtain their requirements from the 
wholesale markets through private traders. It is possible that the whole¬ 
sale stores may for the present derive some marginal benefits in regard to 
prices through such purchases. We, however, consider that in the long 
run, purchases through marketing cooperatives will be advantageous to 
ensure stability in prices and also quality of the goods. 

We, therefore, recommend that the Central and State Governments, 
which have invested considerable funds in these consumers stores, may, in 
the larger interests of both the consumers and the producers, pursuade 
these cooperatives to obtain their requirements, as far as possible, from the 
marketing cooperatives. We consider that the State cooperative depart¬ 
ments, which are responsible for the sound development of both the 
marketing and consumer sectors, should be able to make satisfactory 
arrangements to enable consumer cooperatives to obtain their requirements 
from marketing cooperatives instead of from private trade. At the same 
time, we have to emphasise the need for the marketing societies to ensure 

•NCDC Circular No. 4—8/64 M dated 24-10-1964. 
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prompt supply of produce of good quality at reasonable prices. It should 
normally be possible for the marketing cooperatives to supply such goods 
at prices at par with if not lower than wholesale market rates. 

Need for marketing cooperatives to undertake scientific grading 

9.31. One of the main drawbacks in the marketing of agricultural 
produce in India is the lack of standardisation. Grading on scientific lines 
has not been adopted in respect of a large number of agricultural com¬ 
modities consumed within the country. Both in the national interests as 
well as to obtain the maximum benefit to the producer it is very essential 
that grading of commodities is done at the sources of production i.e. at the 
producer-sellers’ end. We understand that under the Five Year Plan 
schemes, the Directorate of Marketing and inspection is establishing grad¬ 
ing units, comprising of trained graders and facilities for analysis of farm 
produce at all important regulated markets, cooperative marketing socie¬ 
ties and warehouses. It was reported that under this scheme, as on 31st 
March, 1966, 356 grading units with trained graders and assessors, equip¬ 
ped with miniature analytical laboratories and standard samples, etc. have 
been set up, of which 196 were in Regulated Markets, 131 in marketing 
societies and 29 in warehouses, and that about 51 agricultural commodi¬ 
ties, including cereals, pulses, kapas (seed cotton), chillies, paddy, tobacco, 
grounds-nuts, arecanuts, cashew-nuts, potatoes, cardamom, etc. have been 
covered. 

9.32. With a view to making scientifically graded produce popular 
among the consumers, we recommend that each primary marketing society 
should undertake grading of the produce before its marketing. To begin 
with, grading may be undertaken in all markefing societies which have been 
selected under the scheme for making outright purchases, as also those 
selected for procurement of foodgrains, etc. under the State procurement 
schemes, as these societies will be in a position to pool the produce and 
grade it before its marketing. The grading staff should periodically visit 
the villages and educate the producers in the proper methods of cleaning 
and drying the produce. The benefits of grading should be explained and 
the grading process demonstrated. Necessary steps may also be taken by 
the Government to ensure that the bulk consumers like its own departments, 
Hospitals, Jails, etc. buy only graded produce. 

Provision of grading facilities by the government 

9.33. At present a marketing society establishing a grading unit is 
given a subsidy of Rs. 4,000 spread over a period of three years on a taper¬ 
ing scale towards the cost of grading staff and also a subsidy of Rs. 1,500/- 
towards the cost of grading equipment. In spite of these subsidies, manv 
of the societies have not availed of the facility. We consider that the 
present amount of subsidy is not adequate to enable the societies to employ 
grading units particularly as many of them may not get adequate returns 
in the form of higher prices for the graded produce in the initial stages. 
Further, it will be difficult for each individual society to obtain the ser¬ 
vices of trained grading staff and also to retain them, since such staff will 
have no further prospects in the society. As grading is a necessary ad¬ 
junct for the orderly marketing of agricultural produce, we recommend 
that the State governments should provide adequate facilities for grading 
of farm produce at all assembling points. This service c hould also be 
available to the marketing societies at a nominal cost. Where a market¬ 
ing society handles a sizeable proportion of market arrivals, special grading 
staff may be provided to it by the government. 



155 


9.34. We also recommend that the Directorate of Marketing and In*- 
pection may arrange to fix broad regional grade specifications, wherever 
they have not already been fixed. 

Grading is now voluntary and permissive^ except in respect of export 
of certain commodities. With a view to avoiding malpractices, adultration, 
etc. now prevalent, it would be desirable to make grading compulsory at 
least in respect of certain important commodities before they are sold at 
the secondary market level upwards. We, however, understand that under 
the existing law, such compulsory grading cannot be introduced in respect 
of commodities intended for internal consumption. In the absence of 
compulsory grading, we suggest that the Central and State governments may 
take suitable measures to make grading popular. 

Need for processing facilities for marketing cooperatives 

9.35. Processing represents an important stage in preparing an agricul¬ 
tural commodity for the market. Most agricultural commodities have to 
undergo one or more stages of processing before they reach the consumer. 
For instance, paddy has to be milled into rice, oil-seeds have to be crushed 
into oil, cotton has to be ginned and pressed. Processing is at present 
largely undertaken by the traders and owners of processing units. Very 
often the owners of the processing units themselves undertake trade in the 
commodity concerned, e.g. trade in paddy by rice-millers. If the coopera¬ 
tive marketing societies are to obtain for the producer his due share of the 
ultimate price paid by the consumer, they should undertake processing of 
the produce before its sale. 

Recognising the importance of processing facilities for cooperative 
marketing societies, the Central and State governments are providing assis¬ 
tance to the marketing cooperatives in the form of additional share-capital 
and long-term loans to meet the block-cost for establishing processing 
units. We recommend that all marketing societies dealing in agricultural 
produce which require to be processed, should take suitable measures to 
establish processing units as adjuncts to their marketing activity. Such 
units may be set up by the district or State marketing societies, where they 
are intended for the benefit of a group of marketing societies. 

Need for marketing cooperatives to provide certain facilities to the farmers 

9.36. Apart from granting advances, when needed, the private trader 
usually affords certain other facilities to the farmer who patronises him. 
Thus, he provides the farmer a place to stay when he comes to the ‘mandi’ 
with facilities for drinking water, for keeping his cart and bullocks, etc. 
These apart, he always receives the farmer with the utmost courtesy. Such 
facilities attract the farmer to the trader. In contrast, we regret to learn, 
that in many of the marketing societies, the grower-member is not given 
such facilities nor even shown the courtesy due to him. In many cases, 
we were informed that the offices of these cooperatives work more like 
Government offices and the farmer does not receive the treatment he ex¬ 
pects. If a marketing society is to succeed and retain its members’ loyalty, 
it should provide all necessary facilities to the farmers and other represen¬ 
tatives of village societies coming to the ‘mandi’. They should provide a 
place for such members to stay for a day or so, with facilities for water, 
parking of carts, etc. The staff of the marketing society should be trained 
to treat the farmer with utmost courtesy, attending to his needs with speed, 
giving him proper advice, wherever needed. In short, the farmer should 
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feel quite ‘at home’ in his marketing society. These comforts, small as 
they are, will go a long way in creating goodwill between the farmer and 
his society and would help to break the traditional relationship with the 
traders. We, therefore, recommend that all marketing cooperatives should 
take suitable measures to provide such creature comforts to their members 
coming to the ‘mandi’. 

Diversification of functions 

9.37. A ‘mandi’ town where a marketing cooperative is situated, is 
usually a centre to which all the farmers of adjoining villages situated in 
the hinterland come frequently for various purposes. While the village 
societies provide certain service functions such as distribution of agricultural 
inputs, supply of consumer goods, etc. there are certain limitations to such 
services which could be provided by them. The marketing society situated 
at the ‘mandi’ can play a key role in undertaking certain service functions 
for the benefit of the farmers in its area of onerations. Thus, besides 
undertaking marketing of their agricultural produce, distribution of agri¬ 
cultural inputs and supply of consumer goods, the marketing cooperative 
can establish a small workshop for undertaking repairs and servicing of 
agricultural implements like pump sets, oil engines. It can employ a 
few mechanics, who can go round the villages periodically for undertaking 
servicing and m i nor repairs on the spot. It can also own small tractors, 
oil engines, or other modem agricultural implements for hiring to the 
farmers. It can, in collaboration with the State government departments 
concerned, set up an information centre, wherein latest methods of farm¬ 
ing, together with results of demonstrations with new fertilisers, seeds, 
implements, etc. can be exhibited. In short, a marketing cooperative, be¬ 
sides discharging its economic functions, can serve as an effective centre 
for providing other services to the farmers and for dissemination of know¬ 
ledge. The State governments, which are already spending largo sums on 
such functions undertaken departmentally, can provide suitable grants to 
the marketing cooperatives to share such functions with the departments 
concerned. 

We should, however, warn the cooperatives that these functions should 
be taken up only as a supplement to their proper economic function* 
which should not be neglected. They should first concentrate on develop¬ 
ing their main function of agricultural marketing and only after attaining 
some progress they should go in for such subsidiary functions. 

Provision of transport facilities to marketing cooperatives 

9.38. We consider that every primary marketing cooperative should, in 
due course, own a lorry, for collection of the produce from the villages, 
for transport of agricultural inputs and consumer goods, for transport of 
the produce to the rail-load, or nearby consuming markets. At present, a 
limited number of marketing societies are given government loans up to 
Rs. 40,000 repayable in 7 years. We recommend that all good working 
marketing cooperatives, having sizeable turnover, may be enabled to pur¬ 
chase lorries of their own during the Fuorth Plan period. 

Public transport permits for transport vehicles of marketing cooperatives 

9.39. The maintenance of a lorry with full time staff entails heavy ex¬ 
penditure. Although many of the marketing cooperatives would need the 
services of a lorry during the agricultural and marketing seasons, they 
may not have adequate work for the lorries throughout the year. Unless 
these lorries are utilised profitably during the idle periods, their main- 
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tenance would be very costly. We, therefore, recommend that public 
carrier permits may be given liberally to the marketing societies, so that 
the lorries could be utilised for carrying other goods of the public during 
the idle period and thus reduce the overhead costs. In order to enable 
the marketing societies to transport their produce to the consuming markets 
within the State, we also recommend that inter-district route permits with¬ 
in the same State may be granted liberally for lorries of marketing societies 
so as to facilitate free movement of the lorries within the same State. In 
suitable cases, where marketing cooperatives are required to transport the 
produce by road to the consuming markets in neighbouring States, inter¬ 
state route permits may also be given liberally. 

Priority to marketing cooperatives in rail transport 

9.40. We understand that the Railways have agreed to give priority 
‘C’ to cooperatives in obtaining railway wagons for transport of agricultu¬ 
ral produce, on the recommendation of a Committee consisting of repre¬ 
sentatives of the railway concerned and the State Registrar of Cooperative 
Societies. We were, however, informed that in actual practice, the co¬ 
operatives face certain procedural difficulties in obtaining the priority. For 
instance, we were informed that the Railway authorities require a pre¬ 
determined programme for the movement of goods for a full quarter in 
advance. In view of the fluctuation of prices and various other reasons, 
it is not always possible for cooperatives to make out a quarterly pro¬ 
gramme in advance and, therefore, the cooperatives have not been benefit¬ 
ed much from these facilities. Suitable measures may be taken by the 
State governments to minimise such difficulties. We recommend that, as a 
general rule, marketing cooperatives, subject to availability of wagons, be 
given higher priority in allotment of wagons for the movement of agricul¬ 
tural produce, for intra, inter-State and export trade. 

Preference to marketing cooperatives for supplies to government depart¬ 
ments/institutions 

9.41. Several departments of the Government of India and State gov¬ 
ernments and other state-aided institutions such as Defence, Police, Rail¬ 
ways, Posts and Telegraphs departments. Hospitals, Jails, Municipalities, 
purchase large quantities of foodgrains, vegetable oils, fruits and vegetables 
and other agricultural commodities to meet their requirements. At pre¬ 
sent, these commodities are largely being purchased through contractors, 
who make large profits. Now that marketing cooperatives have been set 
up in almost all producing areas, with apex societies and a National fede¬ 
ration at the State and national levels, it will be advantageous if these 
government departments/institutions utilise the national/apex marketing 
cooperatives for obtaining their requirements of agricultural produce. 

9.42. We understand that the Army Purchase Organisation, Ministry 
of Food and Agriculture, has taken the following decisions to facilitate co¬ 
operatives acting as suppliers to Defence Services : @ 

(i) In cases where cooperative societies have been enrolled a« 
suppliers and where the rates quoted by them are higher up to 
5% in comparison to the lowest quotation of other tenders, 
the Army Purchase Organisation would give a chance of nego- 
' tiation to the cooperative societies to lower down their rates. 

If the cooperatives can bring their quotation lower than 

©Ministry of CD&C letter No. 6-6/59-C.M, dated 28-8-66 State Governments. 

JLl Deptt of CD&C/66—6 
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the lowest quoted, they would ordinarily secure a contract but 
even in cases where the negotiations they bring their rates at 
par to the lowest, they would be given business up to 50% 
of the particular tender. 

(ii) The benefit of negotiations indicated above will also be appli¬ 
cable to supply of sugar by cooperative sugar factories. 

(iii) The provision of standing security of Rs. 10,000/- in cash to 
be offered by cooperative societies has been waived, provided 
they deposit 5% security in cash against each individual con¬ 
tract, which a particular society may get. 

9.43. Subsequently, we learn, that the Department of Food decided 
that even where the cooperative society concerned had by negotiation 
brought down their rates equal to or lower than the lowest tender, it would 
be given business only up to 50% of the particular tender, as otherwise 
there was a possibility of the individual contractors abstaining from quot¬ 
ing on subsequent occasions. 

In regard to supply of fresh fruits and vegetables to Defence Services, 
it was recently decided that the Army Service Corps authorities could enter 
into contracts with the State government Agriculture department or a 
genuine cooperative vegetable growers’ society or the apex marketing fede¬ 
ration sponsored by the State government concerned, without inviting 
tenders from the Army Service Corps contractors. In such cases, the 
rates will be fixed through negotiation with the State government or coope¬ 
rative society concerned, the wholesale market rates and previous contract 
rates being the guiding factors in determining such rates. * 

9.44. As marketing cooperatives are organisations of the producers 
themselves, we recommend that government departments like Defence, 
Railways, Posts and Telegraphs, Jails, Hospitals, Educational institutions 
and government controlled or aided institutions may give positive prefer¬ 
ence to such cooperatives in obtaining their requirements of agricultural 
produce. We suggest that wherever the State marketing society or the 
National federation is in a position to undertake supplies on terms com¬ 
parable to those prevailing in the markets, they should, as a general rule, 
be given the contracts. The rates may be fixed through negotiation with 
reference to prevailing wholesale market rates and previous contract rates. 
This would provide an assured market to the cooperatives and give a fillip 
to cooperative marketing while at the same time ensuring supply of quality 
produce without any of the malpractices usually resorted to by the con¬ 
tractors. This would also provide a direct link between such departments 
and the producers’ organisations, thus eliminating the host of middlemen 
now operating in the business. 

Difficulties of marketing cooperatives in Regulated Markets 

9.45. It has been brought to our notice that in certain States, some of 
the existing provisions of the Agricultural Produce Markets Acts adversely 
affect the operations of marketing cooperatives. For instance, in a certain 
State it was reported that marketing societies were put to the following 
difficulties, viz. 

(i) Under the Rules framed under the State Agricultural Produce 
Markets Act, all purchases and sales of notified commodities 

•Army H. Q. (MG’s-Branch) Circular letters No. A/32456/Q ST 6B/QI(B) Dated 
14-8-1964, 2-2-1965 and 13-9-1966. 
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are required to be made only at the market yard or sub-yard 
and by open auction only. The marketing societies cannot, 
therefore, make purchases in thedr own premises, even from 
their members or affiliated societies nor sell to higher level 
organisations or to other cooperatives. 

(ii) The rule requiring purchase and sale by open auction only, 
adversely affects the operations of marketing societies in re¬ 
gard to purchases of agricultural produce from their members 
or affiliated societies and sale to other cooperative organisa¬ 
tions. 

(iii) Under the Act, no deductions by way of transport or inciden¬ 
tal expenses can be made from the sale proceeds, except those 
prescribed under the rules. Under these provisions, market¬ 
ing societies are precluded from making recoveries from their 
members of transport and incidental costs incurred by them in 
collection of agricultural produce, their cleaning, etc. Even 
recovery of production loans and other dues is also not per¬ 
mitted in Regulated Markets. 

(iv) Again, when the produce is purchased from members in the 
area of one Regulated Market and sold to other cooperatives, 
etc. in the area of another market, market fees are required 
to be paid twice to both the Market Committees. 

9.46. It was, therefore, suggested that the State Agricultural Produce 
Markets Acts be amended suitably (a) to exempt purchases or sales made 
by cooperatives to or from their members or members of their affiliated 
societies or from their affiliated societies or on behalf of other cooperative 
organisations, (b) to exempt cooperatives from taking out licences, (c) 
to permit cooperatives to deduct from sale proceeds, the expenses on 
account of transport and other incidental charges incurred by them and 
also the loans and other dues, and (d) to exempt cooperatives from the 
requirements that they should carry on only that business for which the 
licence has been granted. 

In another State, wo were informed that marketing societies acting as 
commission agents were precluded from bidding in auctions in Regulated 
Markets even in respect of their members’ produce. It was also men¬ 
tioned that all sales in the market area are made through open auction in 
the common market yard by the Regulated Market Committee and, there¬ 
fore, marketing societies were not in a position to purchase even their own 
members’ produce except through such auctions. 

9.47. We have no information if similar difficulties are experienced in 
other States as well. The Directors of Agriculture/State Marketing Offi¬ 
cer, who met the Committee, however, informed thei Committee that only 
sales within the ‘market proper’* outside the ‘market yard’ were prohibited 
and that there was no bar on sales at village level. We find that in 

♦Normally 'market area’ denotes the area from which the produce is generally taken to 
the market centre for sale, i.e. hinter-Sand of the market, as notified by the state Govt, while 
•market yard' forms the enclosure or land reserved for dealings in the notified commodities 
i.e. where the produce is actually assembled and sold. ‘Market proper’ means the 
area surrounding the 'market yard’ as defined by the state governments, usually the 
municipal limits and some adjoining belt. 
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Madras State, certain marketings have been provided to marketing socie¬ 
ties in this regard. For instance, marketing cooperatives are exempt from 
the ban on sale of notified agricultural produce within the market area, 
except in the market-yard, in respect of the produce grown by their mem¬ 
bers. For want of adequate data, we could not study this problem in de- 
tail. We, therefore, suggest that the Agricultural Marketing Adviser to 
the Government of India, in consultation with the Departments of Coope¬ 
ration at the Centre and States, may undertake a detailed study of the pro¬ 
vision of the Agricultural Produce Markets Acts in various Stales vis-a-vis 
the working of the marketing cooperatives and suggest suitable measures 
to remove genuine difficulties faced by marketing cooperatives in the Regu¬ 
lated Markets. If there are any impediments for die proper functioning 
of cooperatives in Regulated Markets, which cannot be remedied through 
administrative action, necessary measures may be suggested to the Stat* 
Governments to amend the Act to the extent necessary, consistent with 
the basic purpose of the Act. 

9.48. We also recommend that marketing societies, which are the 
organisations of the farmers themselves, should be enabled to make out¬ 
right purchases of agricultural produce from the producers either directly 
o through the village societies, both at the village level and in the market 
area, without any restrictions, and without being required to bring the 
produce to the market yard or to purchase it through open auctions 
through the Regulated Markets. In such cases, the Regulated Market 
Committee should, however, be furnished with details of all such transac¬ 
tions by the marketing societies for purposes of their record. The market¬ 
ing societies may also remit the necessary market fees to the Regulated 
Market Committee. Marketing Societies should also be permitted to re¬ 
cover from the sale proceeds of the produce of their members (including 
those of their affiliated agricultural credit societies) the production loans 
and other loans and charges due to the credit and marketing societies from 
such members. 

Inter-State Grade 

9.49. A substantial quantity of marketable surplus of agricultural pro¬ 
duce accounts for inter-state movement, but a major share of this trade is 
now handled by the private trade. The role of cooperatives in this sector 
has so far been marginal. Hie apex marketing societies and the national 
federation are of recent origin and many of the apex societies have not 
taken up marketing of agricultural produce even within their respective 
states. Whatever limited progress has been made so far was mainly in the 
field of khandsari/gur, pulses, jute, potatoes, arecanuts, etc. 

Present Progress 

9.50. During the years 1962-63, and 1963-64 cooperatives are report¬ 
ed to have done inter-state business of the order of Rs. 102 lakhs and 
Rs. 85 lakhs respectively. During 1964-65, the Uttar Pradesh (Rs. 125 
lakhs), Madhya Pradesh (Rs. 325 lakhs), and a few other apex market¬ 
ing societies are reported to have undertaken inter-state trade to the extent 
of about Rs. 4.70 crores. In Madhya Pradesh, the state government ap¬ 
pointed the apex marketing society as the sole agency for export of coarse 
grains like jowar, bajra, maize and gram/gramdal to other states. As a 
result, the M.P. Federation exported jowar, gram and gramdal worth 
Rs. 3.25 crores during 1964-65. The Uttar Pradesh Coop. Federation ex¬ 
ported khandsari/gur, pulses, mustard seed/oil, peas, groundnut, sub-hemp 
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worth Rs. 1.25 crores to other states. The Himachal Pradesh Marketing 
Federation and the Nilgiris District Potato Growers Marketing Society, 
(Madras) are also engaged in the inter-state trade of potatoes. The My¬ 
sore State Arecanut Marketing Federation and the Kerala Apex Market¬ 
ing Federation have also undertaken inter-state trade in arecanut and car¬ 
damom to a small extent. The National Agricultural Marketing Federa¬ 
tion has also undertaken inter-state trade particularly in respect of raw 
jute, to a limited extent. 

Reasons for slow progress 

9.51. We were informed that the marketing societies could not under¬ 
take inter-state trade to a larger extent due to the following reasons, \iz., 

(i) the introduction of food-zones restricting the movement of foodgrains; 

(ii) non-availability of railway wagons in time; (iii) the present practice 
of marketing societies selling their members’ produce as commission agents 
in separate lots does not permit pooling of the produce which is essential 
for such trade; (iv) the growers are generally reluctant to wait for the 
sale proceeds of their produce till after its sale in inter-state markets; and 
(v) lack of market intelligence with the cooperatives. 

Recommendations of Conference of Apex Marketing Societies and Joint 
Registrars ( Marketing ), Aug. 1964 

9.52. The Conference of Apex Marketing Societies and Joint Regis¬ 
trars (Marketing) held in August, 1964 in New Delhi, which considered, 
among others, the role of the apex cooperative marketing societies and the 
National Federation in undertaking interstate trade, suggested the follow¬ 
ing measures for promotion of such trade: 

(i) The National Agricultural Cooperative Marketing Federation 

should, from time to time ascertain data about the movement 
of various agricultural commodities from one state to the other 
from the Directorate of Marketing and Inspection, Ministry of 
Food and Agriculture. Such data may be circulated by the 
National Federation to apex marketing societies, which may 
utilise this information for selecting two or three agricultural 
commodities for a concentrated effort on inter-state trade in 
such commodities. , 

(ii) The National Federation may set up its own branch offices 
in a few major terminal markets with a view to facilitating 
disposal of the agricultural produce sent to the Federation by 
apex marketing societies of surplus states, but at other places 
ad-hoc arrangements may be made by apex marketing socie¬ 
ties of surplus states with the local apex marketing society. In 
suitable cases, in order to avoid complaints about quality and 
delivery, the cooperatives ordering the supply may depute their 
representatives to visit the concerned marketing societies in 
the surplus states. 

(iii) The scheme of outright purchases of agricultural produce and 
creation of price fluctuation fund should be adequately ex¬ 
ploited for development of inter-State trade through coopera¬ 
tives. For a fuller impact of the scheme, it was suggested 
that the limit of Rs. 1 lakh on the extent of government con¬ 
tribution to the price fluctuation fund of apex marketing socie>- 
ties should be enhanced for the Fourth Plan period. 
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(iv) One of the essential conditions for the success of a programme 
of inter-State trade is timely movement of produce from one 
state to another. The Railway Board has accorded priority 
‘C’ to the movement of agricultural produce sponsored by co¬ 
operatives and approved by a Committee consisting of State 
Registrar and Board officials. The Registrar should try to 
see that the Committee meets as often as necessary and Rail¬ 
way wagons are made available to cooperatives in time. 
Whenever any special difficulties come in, these may be inti¬ 
mated to the National Cooperative Development Corporation 
for being taken up with the: Railway Board. 

9.53. We endorse the above suggestions for early implementation both 
by the National and State level federations. The marketing societies which 
undertake outright purchases should, as far as possible, arrange to dispose 
of the produce so purchased directly in the terminal markets after pooling, 
grading and processing where necessary, with the help of the apex market¬ 
ing societies and the National Federation. 

In regard to foodgrains and some other commodities, as the State gov¬ 
ernments have imposed certain restrictions on their movement, the inter¬ 
state trade by cooperatives in such commodities is dependent on the 
government policy. We recommend that the State governments should 
encourage and give positive preference to cooperatives for inter-state trade, 
wherever movement of such restricted commodities from State to State is 
allowed. 

Export for agricultural produce by cooperatives—Present progress 

9.54. Agricultural commodities account for a sizeable share in the 
export trade of the country and this is mostly handled by private entre¬ 
preneurs. The role of cooperatives in this field has been limited. How¬ 
ever, recently the cooperatives have also made a beginning in this field. 
During the years 1962-63, 1963-64, and 1964-65 cooperatives are report¬ 
ed to have exported agricultural produce worth Rs. 97.42 lakhs, Rs. 59.72 
lakhs and Rs. 89.05 lakhs respectively as under :—@ 

(Rs. in lakhs) 


Value of produce exported 


Commodity 

1962-63 

1963-64 

1964-65 

Pulses ..... 

71 -85 

13 -53 

12-27 

Bananas . 

22 05 

32-34 

43 -70 

Cotton ..... 

2 -50 



Peas .... 


1 -07 


Virginia Tobacco 


5 03 

21 -66 

Onions. 

1 02 

5-50 

9 -64 

Mangoes ..... 


1 -84 

0-13 

Chillies, grapes. Oranges and lemon 


0 -42 

0-26 

Copra Cake .... 



2 -05 

Total 

97 -42 

59 -72 

89 -05 


The above items of export were mostly undertaken by National Federa¬ 
tion, the Maharashtra Apex Marketing Society, the Sardar Bagayat Sahkari 

@Source : Review of Coop. Agrl. Marketing, Processing, Supplies & Storage, 

1964-65-NCDC. 
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Mandal (Gujarat), and the Guntur District Tobacco Growers Cooperative 
Society, (Andhra Pradesh). 

Facilities to cooperatives for undertaking export 

9.55. Cooperatives participating in the field of export have been afford¬ 
ed the following facilities by the government: 

(i) The National Agricultural Cooperative Marketing Federation 
can export unlimited quantities of pulses to all permissible 
destinations whereas private exporters are not permitted to 
export to Ceylon, U.K. and Mauritius and for the remaining 
destinations only up to certain limited quantities. 

(ii) Licences are freely issued to the cooperative societies for ex¬ 
port of bananas to all destinations including Persian Gulf 
areas, whereas established shippers are allowed export of 
bananas to the Persian Gulf areas in restricted quantities. 
Maharashtra Apex Marketing Society and the Gujarat State 
Cooperative Fruit and Vegetable Federation have been given 
the sole agency for export of Bananas from Maharashtra and 
Gujarat. 

(iii) Cooperatives have been given representation on various Ex¬ 
port Promotion Councils. 

(iv) Cooperatives have been recognised for being registered as 
Export Houses by the Ministry of Commerce, whereby they 
can export non-traditional items also. 

Need for National Federation to build-up Export Cells 

9.56. A number of agricultural commodities, particularly plantation 
crops, fruits, onions, etc. are exported to foreign countries in considerable 
quantities. The marketing cooperatives, as producers’ organisations, 
should play an important role in the export of these commodities so that 
the ultimate benefit of such exports can be passed on to the growers of 
these crops. We, therefore, recommend that the National Federation 
should explore the foreign markets and undertake export of agricultural 
produce increasingly in conjunction with the apex marketing societies. 

9.57. In spite of the various concessions extended by the government, 
the cooperatives have not been able to achieve much progress. One of 
their main handicaps is lack of expert guidance on export procedures and 
policies, market intelligence and contacts with foreign markets. We re¬ 
commend that the National Federation may set up Export Cells in its office 
for various commodities for the purpose of collecting market intelligence 
regarding foreign markets, information regarding export policy and 
procedures, establishing contacts with the buyers in foreign markets, etc 
The Cells should be manned by export staff who should be able to draw out 
specific programmes for occasion of export, and also render advice to the 
apex and other marketing societies on various problems relating to export 
of agricultural produce. 

9.58. With a view to establishing contacts in foreign markets, the 
National Federation should, wherever justified by the nature and quantum 
of its business, participate in Trade Fairs and Exhibitions held in foreign 
countries and also send, where necessary, trade delegations. As the 
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Federation, which is still in its formative stages, will not be able to beat 
the entire expenditure in this regard, we recommend that suitable financial 
assistance may be provided by the government for the purpose, either from 
the Marketing Development Fund maintained by the Ministry of Com¬ 
merce, or otherwise. Suitable facilities may also be afforded to the co¬ 
operatives in obtaining shipping space at reasonable cost. 

9.59. We further consider that since the cooperatives being new¬ 
comers to the business, suffer from various handicaps, it will be of great 
help to them if the Commercial Attaches and Trade Representatives attach¬ 
ed to the Indian Embassies in foreign countries could provide to the Na¬ 
tional Agricultural Marketing Federation periodically information about 
the requirements of agricultural commodities in those countries, the form 
in which they are required, the price trends and other market intelligence. 
They can also assist in arranging contacts between cooperatives of this 
country and their counter parts and other trade interests in the foreign 
countries. The State Trading Corporation may give preference to coope¬ 
ratives in the matter of export. We also recommend that agricultural 
commodities which are scarce and export of which is restricted may be 
entrusted to cooperatives wherever they have the requisite competence. 

Financial assistance for meeting losses on export 

9.60. Due to wide fluctuations in prices in foreign marketing export 
trade involves greater risks to the cooperatives. We understand that re¬ 
cently the Ministry of Commerce shared the losses incurred by two co¬ 
operative marketing societies of Gujarat and Maharashtra in the export of 
bananas to Italy and U.S.S.R. We recommend that in the initial stages, 
cooperatives may be given suitable assistance to meet any unforeseen 
losses incurred by them on account of undertaking exports, particularly 
new commodities or perishable items like fruits. 

Need for marketing cooperatives to undertake modern packing and sales 

methods 

9.61. In many of the Western countries, marketing of agricultural pro¬ 
duce has undergone vast changes and the producers’ organisations adopt 
various modern sales techniques to attract the consumers. In India, agri¬ 
cultural commodities still continue to be sold in the age-old fashion and 
very often without proper cleaning and grading. Many of the manufac¬ 
turers of consumer goods in India have, however, adopted modern packing 
methods and also aggressive salesmanship with a view to increasing the 
sale of their goods. We consider that the time is now ripe for the coope¬ 
ratives to make a beginning and undertake sale of their produce adopting 
modern packing methods according to consumer preferences. The apex 
marketing societies can thus undertake packing of the various commodities 
sold by them in a ready for cooking form in polythene bags or tins or car¬ 
tons, as the case may be, suitable for direct retail sale. Such goods may 
be agmarked, wherever possible, and bear a distinct trade mark of the 
cooperatives so as to make their goods popular. The National Federation 
should in this connection undertake necessary market research, if neces- 
sarv, in collaboration with the Consumer Stores for study of consumer pre¬ 
ferences, so that the producers could be guided through their cooperatives 
to produce the qualities needed by the consumer and the marketing co¬ 
operatives could process and pack the same so as to suit the consumers 
needs. The National and Apex Marketing Federations may also consider, 
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in due course, opening of model show-cum-sales shops of their own in die 
terminal markets and in the larger cities for popularising their branded 
goods and also to continuously study the consumers’ changing preferences. 
We, therefore, recommend that the National and Apex Federations may 
make a beginning in this regard and undertake retail packing of their 
goods bearing, wherever possible, agmark seals and also their trade brands. 
They may also open sale cooperatives in terminal markets and in large 
cities. 

Need for study tours for office bearers of marketing cooperatives 

9.62. A few marketing cooperatives in the country have achieved a 
considerable measure of success in the marketing of certain commodities. 
We recommend that suitable study tours may be arranged by the state 
governments to enable the office-bearers of marketing cooperatives to visit 
such successful societies and study at first hand the methods and practices 
which have led to such success. 

Need for elimination of inefficient societies 

9.63. As on 30-6-1964 nearly a third of the total number of primary 
marketing societies were not doing any marketing business, while the total 
annual business of another one third of the societies was less than Rs. 1 
lakh each. Out of the total of 3166 societies in the country, only 609 societies 
(about 19 per cent) did business of Rs. 5 lakhs and above during 1963-64. 
We recommend that each State government should draw up a phased pro¬ 
gramme to revitalise the inactive and marginal societies within a period of 
3 to 5 years. The aim should be that such societies should, within the 
above period, be able to handle a reasonable minimum marketing and other 
business which may be fixed by the State Governments individually for each 
society with reference to local conditions. If any society fails to achieve 
this minimum business within the above period, we consider that no useful 
purpose will be served by continuing such society and it should be liquidated. 

While good marketing societies should be given all encouragement, in¬ 
efficient societies should not be encouraged. We recommend that ineffici¬ 
ently run societies, which fail to improve within a reasonable time, should 
not be given any government assistance in the form of share-capital, loans, 
subsidies, nor should they be entrusted with other functions such as distri¬ 
bution of fertilisers, etc. In such areas, the apex marketing societies or 
the district society, where one exists, should make suitable alternative 
arrangements for the above purpose. 

Need for periodical seminars on cooperative marketing 

9.64. We consider that exchange of experiences of cooperative market¬ 
ing and discussions on various problems arising from time to time at 
periodical seminars or conferences of persons connected with cooperative 
marketing would be of considerable advantage. We, therefore, recommend 
that such seminars at district. State and national levels may be convened 
at periodical intervals by the apex and the National Federations, 

Effect of sales/purchase tax on cooperatives 

9.65. We have been informed that another handicap the marketing 
cooperatives face in the marketing of agricultural produce is the levy of 
sales/purchase taxes by the state governments. Whereas the private traders 
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are able to evade such taxes to a larger extent through manipulation of 
their accounts, the cooperatives cannot adopt such malpractices and, there¬ 
fore, they are exposed to unfair competition with the traders. As coopera¬ 
tives mainly deal with their members’ produce and seek to serve them 
without any profit motive, it has been suggested that cooperatives might 
be exempted from such taxes, atleast in the initial stages. While we do 
not favour complete exemption to cooperatives, which, we consider, would 
defeat the very purpose of the tax, we, however, recommend that coopera¬ 
tives may be exempted from such taxes in respect of their business as 
agents of their members, in cases where primary growers of the produce 
concerned are exempt from such tax. We also consider that where the 
marketing cooperatives arrange disposal of their produce through their 
district or apex or other marketing societies, such transactions should be 
taxed only at a single point. 

Income-tax on Marketing Cooperatives 

9.66. Under the provisions of the Indian Income-tax Act, 1922 as 
amended by the Finance Act, 1960, marketing cooperatives at all levels 
are exempt from Income-tax in respect of the income derived by them 
through (i) marketing of agricultural produce of its members, and (ii) 
purchase and distribution to its members of agricultural implements, seeds, 
livestock or other articles intended for agriculture. They are, however, 
liable to the tax in respect of their other activities if the profits attributable 
to such activities exceed Rs. 15,000. Under the above provisions, the 
profits derived through purchase and supply of direct consumer goods to 
the farmers through the village cooperatives are not eligible for exemption 
from Income-tax. As in the present context the distribution of essential 
consumer articles to the farmers at fair prices is as much important as the 
distribution of agricultural inputs, it was represented to us that the profits 
derived from the supply of consumer goods by marketing cooperatives at 
various levels might also be exempted from Income-tax. 

9.67. At present where a pure consumer society makes bulk purchases 
of commodities which it sells to its members, the rebate passed on by such 
a society to its members on the value of purchases made by them during 
a year will be treated as deferred discounts and is deducted from the gross 
profits for purposes of assessing Income-tax. It was stated that this con¬ 
cession would apply to pure consumers societies only and may not apply 
to marketing cooperatives undertaking supply of consumer goods in rural 
areas alongwith their other functions. Further, in as much as the supply 
of the consumer goods is made to the farmers though the village coopera¬ 
tives alongwith other agricultural inputs, it may not always be practicable 
to allow any rebate exclusively for such supply of consumer goods. Tn 
view of these considerations, exemption from Income-tax has been sought 
in respect of the profits derived from supply of consumer goods in rural 
areas. As this is a general issue concerning both marketing and consumer 
cooperatives, which, "under the present policy, undertake supply to both 
members and non-members, this question may be considered further by 
the Government of India. 



Chapter X 


LINKING OF COOPERATIVE CREDIT WITH COOPERATIVE 

MARKETING 


Historical background 

10.1. The importance of cooperative marketing lies not only in its 
efficiency as a system best suited to ensure to the cultivator a fair return 
for his produce, but also as a sine-qua-non for the large scale expansion 
of cooperative credit. Linking of cooperative credit with marketing pro¬ 
vides a ‘built-in-mechanism’ for ensuring recovery of production credit as 
also its proper utilisation for agricultural production. The need for such 
linkage has been recognised for a long time. As early as in 1935, the 
Madras Government introduced a system of ‘Controlled Credit’ in Salem 
district with a view to linkin g cooperative credit with marketing. In 1946, 
the Cooperative Planning Committee, made the following recommendations 
regarding linking of credit with marketing :—* 

(i) We are of the opinion that for the proper development of 
Indian agricultural economy, credit should be linked with 
marketing. To ensure this we recommend that one of the 
conditions of loans given by a primary society should be that 
each member will sell all the marketable surplus of his farm 
produce through his primary society. 

(ii) It should be the duty of the primary society to assemble the 
produce of its members. 

(iii) Transportation of the assembled produce should in all cases 
be supervised and where necessary arranged for by the pri¬ 
mary society. 

(iv) The duties of the primary societies as regards marketing will 
cease on delivering the assembled produce to the marketing 
society which we are recommending, and on receiving the pay¬ 
ment for it. 

(v) The payment to the member by the primary society may be 
made by it out of its own funds, if they are sufficient, or out 
of the advance which may be taken from the marketing society 
or the central bank on the security of goods. The primary 
society should pay to a member after keeping an adequate 
margin. 

10.2. The All-India Rural Credit Survey Committee (1952) and 
subsequently the Committee on Cooperative Credit (1960) also strongly 
recommended that there should be a close link between the agricultural 
credit society and the marketing society. The former should finance 
members on the condition that their produce is sold through the markedng 
society. The primary credit society should act as the agent of the latter, 
assemble the produce of its members and arrange for its transport to the 
marketing society. These arrangements should be introduced throughout 
the country. 

’Report of the Cooperative Planning Committee (1946) Page 63. 
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This subject was also considered in the Conference of State Ministers 
of Cooperation held at New Delhi in October, 1961, which made the follow¬ 
ing recommendations :— 

“It was stressed that development of cooperative marketing was 
condition precedent to the large-scale expansion of cooperative 
credit envisaged in the Third Plan. Hence the need for linking 
of credit with marketing was considered paramount. It was 
agreed that effective measures should be taken to introduce this 
linking on an adequate scale. Where possible, suitable incen¬ 
tives should be given. For instance, it might be considered 
whether producer/members undertaking sale through market¬ 
ing societies should be given production finance on a more 
liberal scale.” 

The need for such linkage has also been emphasised by various other 
Committees and Conferences. 

Measures taken 

10.3. In pursuance of these recommendations, the then Ministry of 
Community Development and Cooperation, the National Cooperative 
Development Corporation and tire Reserve Bank of India have suggested to 
the State Governments various measures to forge an effective link between 
cooperative credit and marketing. It has been envisaged that, as a first step, 
all village credit societies functioning in the area of operations of a marketing 
society should get affiliated to the latter, so that an organic link could be 
established between them. While sanctioning loans, the village societies are 
required to obtain agreements from their members requiring them to under¬ 
take sale of their produce through the marketing society to which the credit 
society concerned is affiliated, and also authorising the marketing society to 
recover the loan instalments due to the credit society from the sale proceeds. 
It was further suggested that positive incentives such as rebate in the rate 
of interest on production loans repaid through sale of agricultural produce, 
grant of production finance on a more liberal scale to members who market 
their produce through marketing societies were also suggested to ensure that 
the members honour their agreements without the need for coercive action. 
In areas where cooperative marketing and village societies are procuring 
foodgrains as agents of government, recovery of production loans from the 
sale proceeds was proposed as an integral part of the relevant State trading 
scheme. It was also suggested that for purposes of audit classification erf 
agricultural credit societies, in addition to other criteria, the extent to which 
the society had been linked with cooperative marketing should also be con¬ 
sidered. As repayment of production loans was, in most of the States, 
unrelated to the period of harvest, it was suggested that the dates of repay¬ 
ment should be related to the period of harvest, as far as possible, to faci¬ 
litate linking of credit with marketing. In 1962, it was suggested that co¬ 
operative central banks might convene periodical meetings of representa¬ 
tives of the supervising unions, credit societies, marketing societies and the 
supervisory staff and chalk out a programme for linking of credit with mar¬ 
keting. It was also suggested that a target should be fixed for each credit 
society and for each supervisor regarding the value of produce to be 
brought to the marketing society with regard to the production loans issued 
to the members. 

10.4. In 1964, the Reserve Bank of India had issued a direction that 
when produce pledge loans were provided, short-term agricultural loans 
advanced earlier for raising the produce and the instalment of any medium- 
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term loan must necessarily be deducted from such pledge loans. The bor¬ 
rower of the pledge loan should be entitled to receive from the marketing 
society only the balance left after meeting the above commitment even 
though the short-term loans and the instalment of medium term loan might 
not have fallen due for payment. The credit societies were required to 
furnish to the marketing society concerned a list of members with the 
amounts due, to enable the latter to recover the same. It was also stipu¬ 
lated that produce pledge loans might be advanced only to those grower* 
who agree, in writing, to sell their produce through the marketing society. 

Present progress . 

10.5. In spite of the comprehensive measures referred to above, the 
progress in the linking of credit with marketing has been slow for various 
reasons. There has, however, been considerable progress in the affiliation 
of agricultural credit societies with the primary marketing societies. As on 
30th June, 1065, 60 per cent of the agricultural credit societies have been 
affiliated to primary marketing societies as against only 3.5% on 30th June 
1956 (vide table in para 5.33). The progress has not been uniform in all 
States, however, (vide table in para 5.35). Even though 60 per cent of 
the agricultural credit societies have been affiliated to the marketing societies, 
only a few societies have arranged for collection and sale of their members’ 
produce through the marketing societies. It may be mentioned that as 
against 1,25,332 agricultural credit societies affiliated, recovery of produc¬ 
tion loans was effected by 760 marketing societies only in respect of about 
20,000 village societies. Even this limited progress was mainly accounted 
for by three States. There has thus been no effective affiliation between 
a large majority of agricultural credit societies and the marketing societies. 

10.6. During recent years, there has been considerable expansion in the 
sphere of cooperative credit. Over two lakh primary agricultural credit 
societies, with a total membership of 260.56 lakhs and covering 87 per cent 
of the villages and 32.9 per cent of rural population, have advanced loans 
amounting to Rs. 319.43 crores during the year 1964-65. This large inflow 
of credit was made possible by relaxing the customary condition of securities 
and on the assumption that recoveries would be effected through the co¬ 
operative marketing structure. Though the marketing and processing 
societies sold agricultural produce valued at Rs. 284.61 crores, only 760 
marketing societies (representing 30 per cent of societies doing marketing 
business) recovered credit societies’ loans to the extent of Rs. 19.27 crores.* 
Even this limited progress has not been uniform in all States. In some cases, 
the iink has been effectively introduced in so far as selected cash crops, such 
as cotton, sugarcane, are concerned. A comparative statement showing the 
State-wise progress in this regard may be seen at Annexure XVII to XVEU. 
Of the total recoveries effected by marketing/processing societies, 80 per 
cent were accounted for by three other States, viz., Maharashtra, Uttar Pra¬ 
desh and Madhya Pradesh. Out of the remaining 20 per cent, three other 
States, viz. Madras, Kerala and Mysore accounted for 14 per cent. 

Reasons for slow progress 

10.7. This slow progress has been due to various reasons. Though in 
many States agreements are obtained from the producer-members for sale 
of their produce through the marketing societies, these agreements, by and 
large, have remained on paper only. Enforcement of these agreements has 

‘Includes loans recovered by processing societies also. 
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not been possible for varying reasons. Firstly, the village societies thenv 
selves are not keen in the recovery of loans in kind and they rest content 
with existing practice of recovery of loans in cash, in view of the diffi¬ 
culties involved in arranging collection of members’ produce, their storage 
and transportation to the marketing society, accounting, etc. Lack of 
godowns and transport arrangements are also responsible for such reluctance 
on the part of village societies. Quite often, the office bearers of the credit 
societies themselves are the defaulters in this respect and, therefore, they 
cannot be expected to enforce the agreements on others. Secondly, the 
central banks do not evince any particular interest in the scheme and they 
seem to be content so long as recoveries are made in time. Thirdly, in the 
absence of reciprocal arrangements by agricultural credit societies to stop 
the credit of those producers who do not market their produce through the 
marketing society, the marketing societies are reluctant to effect recoveries 
in respect of the loans due to the agricultural credit societies, due to the 
fear that the producers may stop patronising them and thus affect their busi¬ 
ness. Fourthly, the production credit given at present is often inadequate 
and is not given in time, with the result, the producer is obliged to resort to 
the money-lender-cnnt-trader for his needs and is thus obliged to sell his 
produce through him. Fifthly, there are no arrangements at the village level 
for collection of the produce from the members as is normally done by 
the trader and as a result, the producers, most of whom have only small 
marketable surplus, prefer to sell their produce at the village level to the 
trader. Further there are a number of small farmers growing foodcrops, who 
do not have any marketable surplus to sell, since the produce they grow is 
required for their own consumption. This class of farmers usually repay 
their loans to the credit societies from out of their other off-farm incomes, 
such as wages, remittances by employed dependents or through subsidiary 
occupations like dairying, poultry-farming, etc. Last, but not the least, there 
is perhaps a lack of confidence in the marketing society regarding its com¬ 
petence in rendering the needed service and obtaining the best possible price 
to the grower. 

Pre-requisites necessary for an effective linkage—Need for adequate credit: 

10.8. If an effective linkage of cooperative credit with marketing has 
to be forged, certain pre-requisites have to be fulfilled. The first such 
requisite is that adequate and timely credit should be provided to the fanner 
by the agricultural credit society to meet his needs of agricultural produc¬ 
tion and partly for his consumption, so as to wean him away from the trader. 
As pointed out by the Committee on Cooperative Credit. @ “a factor that 
stands in the wav of a member of a cooperative credit society taking his 
produce to the marketing society is the inadequate supply of credit by the 
former. As a result, the cultivator looks to a trader or a merchant and 
obtains accommodation from him against promise of selling the produce to 
him. The willingness of the trader to provide such credit ensures lovalty 
to him instead of to the credit society, which has not given the cultivator 
his full requirements for cultivation or has not met his urgent demands later 
in the season”. In spite of the increasing emphasis laid on the ‘crop loan’ 
system, under which the needs of the farmer for agricultural production and 
partly of consumotion are required to be met in full, in actual practice, 
however, the agricultural credit societies continue to lend amounts which 
do not meet the farmers’ requirements in full and often not in time. It is, 
therefore, necessary to streamline the entire cooperative credit structure 

@Report of the Committee on Cooperative Credit (1960) Page 172. 
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so as to ensure that the full needs of the agriculturists based on realistic 
estimates of their credit requirements (including their needs for harvesting 
operations and also for their consumption requirements during the lean 
periods when they usually resort to the money lenders) are met in time. 
Unless, this is done, we are afraid that it will be futile to expect the farmer 
to refrain from borrowing from the money-lender/trader and from selling 
his produce through him. 

Recovery of production credit by marketing cooperatives 

10.9. In many areas marketing cooperatives have not undertaken 
recoveries of the production and other loans granted by agricultural credit 
societies from the sale proceeds of the produce of the farmer for various 
reasons. Many of the cooperators connected with the marketing movement 
have suggested that so long as the credit societies do not withhold further 
credit to those farmers who fail to market their produce through the market¬ 
ing society, it would not be proper to insist on marketing societies unilaterally 
to undertake the recovery, which is often an unpleasant task, and face the 
possibility of losing their custom. According to them, such arrangements 
should be reciprocal, in that, while marketing cooperatives could recover the 
dues, the credit societies should on their part ensure that the entire produce 
of their borrowers is brought to the marketing society. So long as this 
reciprocity is absent, and the credit institutions make no efforts to bring the 
produce to the marketing society, they consider that it would adversely affect 
the marketing societies if they attempt such recoveries, as by that, they 
would lose even the few producers who patronise them now, whereas the 
credit societies do not lose any thing. 

10.10. We admit that there is considerable force in the above view. We 
also agree that linking of cooperative credit with cooperative marketing 
should be a reciprocal arrangement, and while the agricultural credit societies 
should ensure that the produce of their members is brought to the marketing 
society, the latter should arrange recovery of the former’s dues. It would 
be unfair to ask the marketing society to make the recoveries from the few 
producers who patronise it. whereas a large number of other producers who 
choose to sell through private traders are left free. The proper course would 
be for the credit society to withhold further credit and other services to 
the farmer who fails to market his produce through the marketing society. 
But, we consider that in the present context of the need for increasing 
agricultural production by all means, this procedure would retard agricul¬ 
tural production and will not be acceptable. A farmer may not be willing 
to sell his produce through the marketing society for various reasons, such 
as better prices and facilities offered by the trader, inefficiency of the local 
marketing society, absence of arrangements for collection at village level, 
etc. In such cases, if the entire production credit is denied to him, his 
future production would be affected. At the same time, we consider that 
some effective steps are necessary to induce the farmer to market his pro¬ 
duce through a marketing society. 

Practices in various States for Unking of credit with marketing 

10.11. In pursuance of the various suggestions made in this regard, in 
almost all the States, agreements are being obtained from all members of 
agricultural credit societies who are given production credit, for sale of their 
produce through the marketing society and for recovery of the dues from the 
sale proceeds. In addition to these agreements, in some of the States, other 
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incentives are offered to induce the farmer to bring his produce to the 
cooperative. The position obtaining in different States is as follows : 

Madhya Pradesh : In 1964-65, the fanner repaying his loan through 
the marketing society was allowed an additional credit limit of Rs. 5 per 
acre. In 1965-66, provision has been made to grant additional crop 
finance at 10% of the amount of previous year’s loan repaid in kind. 
In addition, a borrower who has repaid his entire loan in kind, is entitled 
for fresh loan after an interval of 15 days irrespective of the usual time 
of next year’s financing. Besides, in regard to jowar, a bonus is paid 
@ 0.50 paise per quintal over the Government purchase price if a 
borrower member brings to the marketing society 2 quintals of jowar 
over and above the quantity of compulsory levy, which he has to give. 

Gujarat : A liberal finance of Rs. 40 per acre or 50% of the average 
value of cotton sold by the member through the cooperative marketing 
society during the preceding 3 years, whichever is higher, is given in 
respect of those members who repay their loans through marketing 
societies. 

Punjab : In some areas, members who market their produce through 
marketing societies, are given liberal loans of 25% in addition to their 
normal credit limits, besides a rebate of 1 % in the rate of interest on that 
portion of the loan recovered through marketing societies. 

Andhra Pradesh : Under a pilot scheme for tobacco cultivation, 
members repaying their loan through marketing societies are eligible for 
a production loan of Rs. 250 per acre as against Rs. 50 per acre allowed 
otherwise. 

Maharashtra : Higher rates of crop finance are fixed to those mem¬ 
bers who sell their produce through the marketing society. 

Rajasthan : Liberal finance is allowed to those who sell their produce 
through marketing societies. 

West Bengal : Provision has been made for a rebate in interest on 
loans @ 1.25% to those who repay their loans through marketing 
societies. 

Jammu & Kashmir : Rebate in interest is allowed when repayment 
is made in full through marketing societies. 

As against these positive interests, in Uttar Pradesh, members who do 
not market their produce through marketing societies are charged a penal 
rate of interest and are denied further loans. 

Measures necessary for an effective link oj credit with marketing 

10.12. In spite of these measures, not much progress has been made. 
We consider that the incentives now offered are not attractive enough to 
induce the farmer to bring his produce to the marketing society. In many 
cases, the total gain through rebate in interest will be very negligible in 
individual cases, while for the societies it would deprive them of the already 
meagre margins they have now. Even the liberal finance envisaged, we 
consider, is not liberal enough. Apart from the need for providing ade- 
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quale credit to meet the production as well as consumption requirements of 
the farmer, we recommend the following measures to forge an effective- link¬ 
ing of credit with marketing. 

Agreements ,to be obtained from members for sale of produce through market¬ 
ing society 

10.13. We are aware that members’ loyalty would depend more on the 
efficiency of the marketing cooperatives than on mere contractual obligations. 
Nevertheless, we consider that in view of the fact that the crop loan is now 
given on the security of the crop, the credit society should have a charge 
on the produce. Agreements should invariably be obtained by the agricul¬ 
tural credit societies from their members who are given credit, requiring 
them to sell their surplus produce through the marketing society and also 
authorising the latter to recover the dues to the credit society from the sale 
proceeds. Wherever this is not being done now, it should be introduced 
immediately. Even in cooperatively advanced western countries, such mem¬ 
bership contracts are found necessary. At the same time, we should, 
however, sound a note of caution to the marketing cooperatives that they 
should place more reliance on the efficiency of their service than on these 
penal provisions for attracting their members’ loyalty. 

There should also be an agreement between the credit society and the 
marketing society defining their mutual responsibilities regarding collection 
of produce and its transport, recovery of loans, mode of remittance, etc. 

Need for provision in bye-laws and Cooperative Acts to obviate execution of 
individual agreements 

10.14. We consider that instead of obtaining lengthy agreements every 
time a loan is issued, it would be advantageous if a provision is made in the 
bye-laws of the credit societies in this regard. A suitable provision in the 
Cooperative Societies Act can also be made for enforcement of such market¬ 
ing contracts incorporated in the bye-laws without the need for individual 
contracts between cooperatives and their members every time. We under¬ 
stand that similar provision exists in the Cooperative Societies Acts of some 
foreign countries, e.g., Saskatchewan Cooperative Association Act, (Canada). 
This procedure, if adopted, would obviate the need for taking individual 
agreements from each member and in respect of each loan. 

Statutory ciiarge of agricultural credit societies on crops 

10.15. Apart from the agreements or various bindings mentioned above, 
some of the members may still sell their produce through private traders. 
The Rural Credit Survey Committee recommended that the credit societies 
should be enabled to have a statutory charge on the crop for the crop loans 
given to buttress personal security. In pursuance of this recommendation, 
the Committee on Cooperative Law (1957) appointed by the Government 
of India recommended the following provision in the Model Cooperative 
Societies Bill recommended by it.@ This was also endorsed by the Mehta 
Committee on Cooperative Credit :— 

"'First charge on cooperative society on certain assets.— 

(1) Notwithstanding anything contained in any law for the time 
being in force, but subject to any prior claim of the Government 
in respect of land revenue or any money recoverable as land 

u/s Report of the Committee on Cooperative l aw (1957), Part I, page S3. 
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revenue, any debt or outstanding demand owing to a coopera¬ 
tive society by any member or past member or deceased member 
shall be a first charge upon the crops and other agricultural 
produce, catde, fodder for cattle, agricultural or industrial 
implements or machinery, raw materials for manufacture and 
any finished products manufactured from such raw materials, 
belonging to such member, past member or forming part of the 
estate of the deceased member, as the case may be. 

(2) No person shall transfer any property which is subject to a 
charge under sub-section (i) except with the previous permission 
in writing of the cooperative society which holds the charge. 

(3) Notwithstanding anything contained in any law for the time 
being in force, any transfer of property made in contravention 
of the provisions of sub-section (2) shall be void. 

(4) The charge created under sub-section (1) shall be available as 
against any claim of the Government arising from a loan 
granted under the Land Improvement Loans Act, 1883, (19 of 
1883) or the Agriculturists Loan Act, 1884 (12 of 1884) after 
the grant of the loan by the society. 

Maharashtra and a few other States have already made similar provisions 
in their Cooperative Societies Acts enabling agricultural credit societies to 
have a first charge on the crops and other moveable properties of the fanner 
for the loans advanced by them. We recommend that other States may also 
make a similar provision wherever it does not exist. 

Need for legislation to prevent traders buying crops charged to credit societies 

10.16. Apart from this provision, it has been suggested that, with a 
view to preventing recalcitrant borrowers from selling their produce through 
private traders and the latter encouraging such default, it is necessary to 
extend the scope of the above provision so as to penalise the buyers who 
acquire the crop charged to societies. In this connection, the following 
views of the Bombay Cooperative Law Committee (1957)* have been 
cited in support:— 

“Unless and until the charge on crop is made effective, agricultural 
credit is not likely to be built up. No price is, therefore, high 
to achieve the objective, and we trust that our recommendations 
will be viewed against this background. It is true that the 
farmer is mainly responsible but we submit that the vicious 
system of money-lending, which renders him helpless, forces 
him to part with the crop charged to his society. This pressure 
from the money-lender can be resisted only if the law penalises 
the buyer. In a village, where three-fourths of the crops is sold, 
every body knows how a farmer has financed his crop. It 
would, therefore, be wrong to underestimate the intelligence of 
the merchant and the village trader by presuming that both 
are ignorant of crop finance. We, therefore, submit that if he 
abets in the offence, he should be punished adequately.” 

“The fourth suggestion, which we have received, and which in our 
opinion is vital, is that the scope of sub-section (4) be extended 
so as to penalise buyers who acquire the crop charged to socie- 

' Par as 180 & 184 reproduced in the Report of Crop Loan Evaluation Committee 
(1958), Bombay State Coop. Bank Ltd. Appendix 2. 
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ties. We view this recommendation with favour for two 
reasons. Firstly, such a provision should deter any merchant 
from buying any crop charged to a society without its know¬ 
ledge. Secondly, it would result in stream-lining agricultural 
marketing which at present leaves much to be desired. Under 
the Bombay Agricultural Produce Markets Act, nobody can 
trade without a licence in the market and, if the recommenda¬ 
tions of the “Expert Committee” which reported last year are 
accepted, even the villages can be brought within the scope of 
the Act. In that event, it should be easier for the Government 
to effectively regulate buyers of agricultural produce in villages. 
We are of the view that if our recommendation for bringing the 
buyers of crop and their agents within the scope of sub-section 
1 4) is backed up by an amendment of the Bombay Agricultural 
Produce Markets Act so that if a licence holder is convicted 
under this Act, his licence will be cancelled under that Act, the 
twin measures will serve the purpose very effectively.” 

10.17. We are not aware of the reasons under which the above recom¬ 
mendation was made. We, however, understand that this recommendation 
was not acted upon by the State Government and there is no such provision 
in the Maharashtra Cooperative Societies Act (1961) (Section 47). Even 
under the normal law relating to transfer of property, the buyer of the pro¬ 
duce over which a prior charge exists is liable for damages to the holder of 
the prior charge. This apart, many of the State Governments have made 
separate provision in their Cooperative Societies Acts prohibiting the 
transfer of any property which is subject ?o a charge of a cooperative society, 
as recommended by the Committee on Cooperative Law (1957), vide 
items (2) and (3) of the model provision referred ’o in preceding para 
10.15. Under these provisions, any transfer of property or interest in pro¬ 
perty, which is subject to a charge of a cooperative society, made without 
the previous permission of the socie'y, will be void. The cooperative society 
will continue to have a lien over the property even when it is sold and it 
can enforce its claims on the buyer of such property. We consider that these 
provisions, if enforced, will be adequate and no separate penal provision is 
necessary for the purpose. We are also doubtful of the constitutional validity 
of any such provision to penalise the buyer, except to the extent already 
provided under the normal law. 

10.18. We, however, consider that besides creating a perpetual first 
charge on the crops of the borrower members in favour of the agricultural 
credit societies, it is desirable to make a suitable provision in the Coopera¬ 
tive Societies Acts to compel the buyers of such crops to recover the dues 
to the cooperative society from the sale proceeds or other sums due to the 
farmer from such buyers, and for a simplified procedure for enforcing such 
recoveries. The enforcement of this provision is perhaps difficult, and often 
it may not be possible to establish the identity of ownership of crops and 
also to prove that the purchase w r as not made bonande. Nevertheless, we 
consider that even a few cases of effective detection would have a salutory 
effect on both the farmer and the trader and would thus prevent any attempt 
to commit breach of the agreement with the society. After all in a village, 
where most of the sales take place, the village trader ought to be aware 
of the charge of the society on the crops. We, therefore, recommend that 
suitable provision be made to compel the buyer of such crops to recover 
the dues to the cooperative society from the sale proceeds or other sums 
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due to the farmer and also for a simplified procedure to enforce such reco¬ 
veries. Under the Madras Agricultural Produce Markets Act, the State 
Government is competent to frame rules to enable the market committee to 
require any buyer in the regulated market to permit the amount due 10 a 
cooperative society to the market committee and pay only the balance of 
the sale proceeds to the seller. Similar provision may be made in other 
States. 

Need for effective supervision by cooperative central banks 

10.19. Even under the existing provisions in the Cooperative Societies 
Acts of many of the States giving a first charge on the crops, the credit 
society can issue a notice to the buyer of the crop subject to such charge 
for recovery of its dues. This will, however, require a close watch oyer the 
movement of the borrower-members by the office bearers of the society as 
well as the supervising staff. In this connection, we endorse the following 
views of the Bombay Crop Loan Evaluation Committee, set up under the 
Chairmanship of Prof. D. G. Karve, regarding the need for suitable arrange¬ 
ments for following the movement of produce and ensuring recovery of crop 
loans : 

“While it is true that members should be expected scrupulously 
to honour their obligations, and that other members and espe¬ 
cially members of the managing committee should exert them¬ 
selves to see that each member does in fact discharge his 
obligations regularly, it is necessary that somebody whose duty 
it is to remind all members of their respective obligations at 
the appropriate time, and if need be, to follow the movement of 
their produce, should be on the staff of each society. Wherever 
the secretary by himself can be trusted to attend to this 
work perhaps no more special staff is needed. But it would 
be well wonh the expense to have additional temporary recovery 
staff, chosen from among suitable persons appointed during the 
recovery season.” 

Cooperative central banks wield considerable influence in the working 
of the village cooperatives. Hither'o these banks concerned themselves 
with recovery of loans in cash and took very little interest in the scheme 
of linking of credit with marketing. We consider that if these banks, with 
their large supervisory staff, take active interest, it should be possible to 
achieve considerable progress in this regard through moral pursuasion with¬ 
out the need for any coercive action. We recommend that each cooperative 
central bank should have, on its staff, a senior officer of the rank of an 
assis‘ant secretary or assistant executive officer to exclusively attend to the 
implementation of the scheme through the bank’s supervisory staff, which 
should be strengthened, wherever necessary, for the purpose. 

10.20. We a'so recommend that the following suggestions recently 
communica’ed by the National Cooperative Development Corporation to the 
State Governments* in this regard may be implemented early :— 

(a) The Central Cooperative Banks should charge their supervisors 
specially with responsibility in making efforts towards imple¬ 
mentation of the linkage programme. This may be made part 
of their normal job chart. 

•NCDC Circular no. 5-1/64-M dated 28-2-1966 to State Governments. 
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(b) With the reorgamsation/revitalisation of primary credit societies, 
it is expected that during the IV Five Year Plan period, the 
credit societies will be increasingly having whole time Secretaries/ 
Managers. Central cooperative banks may consider giving some 
incentive like award of prizes, etc. to those managers who 
may put special efforts in achieving linkage in their societies. 

(c) At present for determining audit classifica'ion, in addition to 
other criteria, the extent up to which credit has been linked 
with cooperative marketing is considered. In case of those 
societies whose members do not repay even the minimum com¬ 
pulsory part of loan as decided by the field workers conference 
through sale of produce should be considered for lower audit 
classification. 

Arrangements for collection of produce at village level 

10.21. The Madras Government introduced a system of controlled credit 
in 1935 in Salem district with a view to linking cooperative credit with 
marketing. Under the system, credit to the producer was given by the 
local credit society for raising a specified crop on his lands at a prescribed 
rate per acre and he was required to market the produce through the sale 
society in the area. The bank supervisors incharge of agricultural credit 
societies were required to keep a proper record of the areas sown with 
different crops by the borrower-members and the amount of finance made 
available by the financing bank. They were also required to visit the 
credit societies at the time of harvest and ensure that the produce of the 
members was marketed through the cooperative sale societies. In order 
to make the control over the produce effective, one of the members of the 
managing committee of the agricultural credit society, designated as 
‘marketing panchayatdar’ was also admitted as a member of the coopperative 
sale society and was required to function as an agent of the sale society 
for the collection of produce from the borrower-members of the credit 
society of which he was a member. After collecting the produce, he arranged 
to cart it in convenient lots to the sale society, the cartage being advanced 
by the sale society in the first instance and laser recovered from the sale- 
proceeds. The ‘marketing panchayatdar was given remuneration up to 50 
per cent of the commission earned by the sale society on the sale of the 
produce assembled by him. In addition, he was also eligible for a small 
amount of honorarium out of the profits of the credit society for facilitating 
prompt recovery of its dues. The sale society arranged the sale of the pro¬ 
duce and recovered the dues of the credit society. It also gave loans on 
pledge of the produce, if needed, pending its sale. 

10.22. This system we understand worked fairly well for some lime, 
particularly in respect of cash crops like groundnut, cotton, etc. but failed 
later. One of the reasons for the failure, it was reported, was due to the 
fact that the ‘marketing panchayatdars’ themselves found it remunerative in 
several cases, to undertake the sale on their own account through private 
traders than through the marketing society. We recommend that Ihe village 
cooperatives should be appointed as agents of the local primary marketing 
society for collection or purchase, as the case may be, of agricultural produce 
of the fanner members at the village level. It should be left to the discretion 
of the village society concerned to make suitable arrangements in this regard, 
either through its paid staff or office bearers or through other arrangements. 
The marketing society, in turn, should arrange for supply of scales, gunny 
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bags, etc. and also for transport of the produce to its godowns. In case of 
outright purchases, the marketing society should provide advances to the 
village society for making immediate payments to the growers. Suitable 
commission may be allowed by the marketing society to the village societies 
for undertaking the collection, eic. of the produce. 

Sale of produce through marketing cooperative to be a qualification for elec¬ 
tion to the board of agricultural credit societies 

10.23. At present, many of the office bearers of the agricultural credit 
societies themselves do not honour the agreements regarding sale of their 
produce through marketing societies. Such members cannot be expected 
to pursuade others to honour the agreements. On the other hand they may 
dissuade them in order to lend support to their default. We consider it 
desirable to have, among others, a suitable provision in the bylaws of agri¬ 
cultural credit societies for disqualification of such members from continuing 
as directors and also to prescribe sale of agricultural produce through market¬ 
ing society for a minimum period as a qualification for future election. 

Need for implementing the scheme in a phased maimer 

10.24. Although in the earlier paragraphs we have recommended various 
coercive measures with the objective of linking cooperative credit with co¬ 
operative marketing to the fullest extent of the marketable surplus of the 
borrowing members, it is not our intention that they should be enforced 
rigidly at once before the other pre-requisites necessary for such linkage, e.g. 
provision of adequate credit, strengthening of marketing cooperatives, etc. 
are achieved. These should be implemented gradually over a period accord¬ 
ing to a phased programme, preceded by intensive propaganda and educa¬ 
tion. At the same time, the marketing cooperatives should streamline their 
methods of business so as to increase their efficiency, which alone can be 
a guarantee against member disloyalty. 

Need for exemption to smaller farmers from compulsory repayment of loans 
in kind 

10.25. Many of the smaller farmers growing foodcrops may not have 
any real marketable surplus, as they require the produce they grow for their 
own consumption. They repay loans from out of their off-farm income, such 
as wages for labour, remittances by earning dependents, subsidiary occupa¬ 
tions like dairying, poultry-farming, etc. It would be unfair to compel such 
farmers to repay their loans in kind, as in that case, they would be forced 
to purchase the same produce at higher prices for their consumption. There 
is, therefore, need to provide for exemptions from the general rule in such 
cases. The absence of such exempiions have, we understand, led to certain 
malpractices and fictitious book adjustments in areas where compulsory 
linking was attempted through penal provisions. Recently in pursuance to 
the recommendations of the meeting of Registrars of Cooperative Societies 
of select States held in New Delhi in December, 1965, the National Co¬ 
operative Development Corporation communicated the following suggestions 
to State governments in this regard : @ 

(a) Members growing only foodgrains and exempted from lew under 
foodgrains procurement in the absence of any marketable surplus (i.e., 
smaller growers) may also be exempted from the payment of loan through 

@NCDC Circular No. 5-1/64-M dated 28-2-1966. 
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sale of their produce. 

(b) In the case of other members growing foodgrains having marketable 
surplus and/or growing cash crops, some partial compulsion would be neces¬ 
sary. In Madhya Pradesh 20% of the loan was expected to be repaid in 
kind. The part of the loan to be compulsorily repaid through sale of pro¬ 
duce may be determined in a Conference of field workers and representa¬ 
tives of cooperative central banks, primary agricultural credit societies, which 
will be an appropriate authority for the purpose. 

Incentivesj Disincentives 

10.26. Various other suggestions have been made to offer positive incen¬ 
tives as well as for penal provisions. Recently, the National Cooperative 
Development Corporation suggested the following measures to the State 
Governments in pursuance of the recommendations of a meeting of Regis¬ 
trars of Cooperative Societies of select States held in December, 1965.@ 

(i) Those cultivators, who repay the loan through the sale proceeds of 
their produce more than what is prescribed as the minimum compulsory for 
them, might be given liberal finance in the form of additional loan of about 
10 per cent of the loan recovered through such sale. 

(ii) In Madhya Pradesh, the borrower member who has repaid his 
entire loan in kind is entitled for fresh finance after an interval of 15 days, 
irrespective of the usual time for next year’s financing. A similar procedure 
may be adopted by other States. 

(iii) Though payment of higher prices out of margins kept by marketing 
societies to those members who repay their production loans in kind was 
not favoured as a general rule, it was suggested that where marketing societies 
can manage this, they may adopt it. 

(iv) Those members who do not repay the minimum compulsory part 
of the loan in kind as decided by the field workers conference, should not 
be given fresh loans. In addition, they should also be charged a penal rate 
of interest. 

Undesirability of granting fresh credit irrespective of seasonality 

10.27. We understand that in certain areas fresh loans are granted soon 
after repayment of previous loans through sale of produce, in certain cases 
even within 24 hours of the repayment.* We consider that such a proce¬ 
dure would defeat the very object of the crop loan scheme. A major part 
of the production loan is intended to be utilised for agricultural production 
and is expected to be disbursed when it, is needed, as far as possible in kind 
in the shape of agricultural inputs, so as to ensure their proper utilisation, 
whereas the repayment of the loan usually takes place immediately after 
harvest. In most cases, there is a wide gap between the loaning and repay¬ 
ing periods. While repeated emphasis is being laid on ‘seasonality’ in the 
timing of disbursement of credit and its recovery, we consider that any 
attempt to disturb the system, merely to provide an incentive to the grower 
to bring his produce to the cooperative, will have grave consequences. An 
average farmer cannot be expected to conserve the loan till the next sowing, 
etc! season and in most cases he would fritter awav the loan for other 
unproductive purposes during a period when he will have some surplus of 
sale proceeds left with him and he will be left with no funds for actual 

@ NCDC Circular No. 5-1-64./M dated 28-2-1966. 

•Summary of Findings of the Research Project, Committee for Cooperative Train¬ 
ing) (Oct. 1965) para. 31. 
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production purposes during the season. Such a procedure will also lead to 
unhealthy practices, such as book-adjustment of loans, etc. 

Payment of higher prices for produce or allowing rebate in interests on 
loans 

10.28. As regards payment of higher prices or allowing rebate in the 
rate of interest on loans repaid in kind, we consider that the margins left 
with the marketing and credit societies are already very low and in a majority 
of cases they will not be in a position to offer such incentives. Further, 
even if a few societies could offer them, the actual monetary benefits to the 
farmer through such incentives will be negligible. Thus these small incen¬ 
tives confer very negligible benefits to the farmer, whereas they will impose 
a heavy burden on the already slender resources of the societies. 

Extent of recovery to be made from sale proceeds of different crops 

10.29. On the question whether the entire production loan and the 
instalments due on medium term loan, if any, should be treated as a first 
charge on the sale proceeds, so that the borrower will not be entitled to 
receive any cash out of the proceeds until the production loan is fully 
recovered, the ‘Manual on crop loan’ prepared by the Reserve Bank of India 
has made the following suggestions :<£ 

“It is expected that every borrower from an agricultural credit society 
should sell his produce through the co-operative marketing 
society to which the credit society is affiliated and agree to 
allow the marketing society to deduct the credit society’s dues 
out of the sale proceeds. Though in most parts of the country, 
agricultural credit societies do secure agreements to this effect 
from the borrowing members, in practice such agreements are 
not taken seriously either by the members who sign them or 
the credit societies who take them. This is explained partly by 
the inadequate appreciation by the credit societies of the impor¬ 
tance of cooperative marketing from the point of view of the 
development of credit and partly by a feeling that marketable 
surplus would be negligible in the case of many small cultivators 
and also that most marketing societies are yet to demonstrate 
their competence to offer the services for which they are intended. 
The following steps may be taken with a view to making some 
impact on this situations and bringing about an effective link 
between credit and marketing : 

Firstly, for the effective linking of credit with marketing, all credir 
societies should not only become members of the marketing 
societies, but also agree to contribute at the rate of two per cent 
of their turnover to its share capital as recommended in the 
Action Programme. 

Secondly, the ultimate objective is to bind in an effective manner 
every borrower from a credit society to sell his entire 
marketable produce through the marketing society named by 
the credit society, giving authority to it to deduct from the sale 
proceeds whatever amounts are required for the repayment of 
his dues to the credit society. This, however, presupposes the 
existence of competent marketing societies. 

@Manual on short term and medium term loans for Agricultural purposes 0966) 
R.B.I.-Para 31. ' 
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As this is not always the case, the marketing societies can be con¬ 
sidered as falling into two groups : (a) those which are yet 
to prove their operational competence and (b) those which 
are already well established and command sufficient business on 
their own merit (or as a result of monopoly procurement 
through them). The second category is likely 10 include most 
of the processing societies formed by the growers of the con¬ 
cerned crops. With a view to giving a helping hand to the 
societies in group (a) and enabling them to acquire experience 
and to demonstrate their capacity, it should be stipulated that 
every borrower from a primary credit society compulsorily re¬ 
pays a suitable proportion ox the loan taken by him in kind 
through sale of the requisite quantity of produce to or through 
the marketing society. It should be left to the annual field 
workers’ conference to lay down this proportion which may be 
kept at a fairly low level to begin with. The conference may 
raise if from year to year as the marketing societies demonstrate 
their capacity and the cultivators develop confidence in them. 
Apart from incentives to be provided for the sale of produce 
through the cooperatives, specific sanctions should be laid down 
against any breach of this obligation, e.g., penal interest, loss 
of eligibility to loan for the next season, etc. In, the case of 
the marketing or processing societies falling within the second 
category, compulsion on the part of the credit societies is not 
as important as the help that such societies can on their own 
render to the credit societies in the matter of recovery' of their 
dues. This could be in the form of such marketing or process¬ 
ing societies withholding, in the case of cultivators notified by 
the credit societies as indebted to them, a suitable proportion 
of the sale proceeds (or pledge loan or advance payment against 
produce delivered as the case may be) every time they are due 
to be paid to them and passing on the amounts so withheld to 
the concerned credit societies for being adjusted to the respec¬ 
tive loan accounts of the cultivators. The societies expected to 
render this service should be specified by the field-workers’ con¬ 
ference, which should also be entrusted "with the duty of specify¬ 
ing the ratio of sale proceeds, etc. to be withheld by them to¬ 
wards repayment of the credit societies’ dues, subject to a 
minimum of 50 per cent in the case of sale proceeds and 66 f 
per cent in the case of pledge loan or advance payment. These 
minima are suggested on the ground that they are likely to re¬ 
present at least the loan component of the produce handled by 
the marketing or processing societies."’ 


10.30. The recent Conference of select Registrars and the National Co¬ 
operative Development Corporation have endorsed the above suggestion 
with the modification that the portion of the sale proceeds on each occasion 
to be set aside may be one-half instead of two-thirds and that it should be 
enforced only in case of well established marketing societies. We have 
already suggested in Chapter VIII that the scheme of compulsory recovery 
of dues of credit societies should be attempted in a phased programme 
beginning with well developed marketing societies. We are in agreement 
with the arrangements suggested by the Reserve Bank of India for "recovery 
of dues by marketing societies. As regards the exact percentage of the sale 
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proceeds to be set aside towards repayment of the dues of credit societies, 
we consider that in the initial stages a more liberal attitude should be taken 
so as not to disturb the working of the marketing societies. We consider 
that the proportion of such recoveries may be fixed separately for each 
society with reference to its stage of development and other local factors. 

Coordination among different marketing societies and village societies for 
recovery 

10.31. It has been stated that there is at present no co-ordination bet¬ 
ween different marketing societies situated at the same place in the matter 
of recovery of dues of credit societies, as a result of which the same dues 
are some times recovered more man once by different marketing societies. 
In this connection, the following observations of the Research Project, on 
Linking of Credit with Marketing in Maharashtra (of the Committee on Co¬ 
operative Training) are relevant : 

‘There is more than one cooperative marketing agency in each area 
which receive the same demand list of members’ dues from each 
primary credit society for recovery. All the recoveries are 
generally made from the sale proceeds of the first instalment 
of the limited crops marketed by the members through the 
society. Loans offered on all the crops are recovered from a 
single crop sold through cooperative. In areas where different 
crops are handled by different agencies or where there are more 
than one cooperative shop in the same market, the same dues 
are recovered by all the societies, leaving the responsibility to 
the members to claim from their primary societies the amount, 
if deducted more than once. Thus absence of coordination in 
recoveries among the marketing agencies tend to prevent the 
members to sell all the crops through cooperatives only.” 

In Chapter V, we have suggested that, in. such cases, the marketing societies 
concerned should make effective arrangements for co-ordination, or in the 
alternative they may remit the entire sale proceeds to the village society 
concerned, which, after recovering its dues, may pay the balance to the 
fanner. We had also mentioned that with suitable arrangements for prompt 
remittance of the moneys to the village society and close co-ordination 
delays m the receipt of sale proceeds by the farmer could be reduced to 
the absolute minimum, particularly as in many areas, it is unlikely that more 
than one crop will be harvested and brought to the market at the same 
time. 


Need for effective co-ordination between cooperative credit and marketing 
structures 

10.32. In this connection, we have to emphasise that linking should nor 
be considered primarily as a tool for the recovery of loans of credit societies 
Although this is important, it is equally important to place emphasis on the 
development of efficient marketing, processing and distribution system for 
tnc benefit of both the producer and the consumer. It was, however, repre- 
sented to us that cooperative central banks, which occupy a pivotal position 
in the cooperative structure at the district level, have, in most cases, taken 
very little interest in the development of cooperative marketing and con¬ 
sidered such linking in isolation only in terms of recovery of their loans. 
The development of both cooperative credit and cooperative marketing are 
so inter-linked with each other, that neither of them can develop in isolation 
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without the active support of the other. All efforts should, therefore, be 
made to ensure an effective co-ordination between the two. 

Need to guard against malpractices 

10.33. It was also brought to our notice that attempts to hasten the 
pace of progress of linking of credit with marketing have, in a few States, 
led to several malpractices. For instance, it was reported that the follow¬ 
ing methods were adopted to circumvent the penal provisions : 

(a) A few members with sizeable marketable surplus bring their pro¬ 
duce to the marketing society in the names of several other members and 
arrange for recovery of the dues of all such members from the sale proceeds. 
Members who do not actually sell their produce, obtain fresh loans imme¬ 
diately after such repayment and pay the amount to the bigger farmers. A 
few bigger farmers are reported to have made this a regular business. 

(b) At some places, village traders purchase the produce from the cul¬ 
tivators at the farm, sell it through the marketing society in the names of 
various members of the village and repay their loans also either for increas¬ 
ing their business or for remuneration for the service. 

(c) Similar malpractices are reported to be prevalent even at the level 
of marketing societies. Thus at some places, the marketing societies collected 
cash from members who had borrowed from the village societies and made 
the payment of the credit societies’ dues. The agricultural produce brought 
by non-borrower members was shown as having been brought by the former 
category of members in their accounts. A few resourceful persons in cer¬ 
tain societies, it was stated, pay the loans of borrower members to the market¬ 
ing societies and charge a commission for the purpose. In such cases, the 
borrower-members need not repay the loan either in cash or in kind, but 
have simply to pay the commission charges and sign the application for a 
fresh loan. The marketing societies make book adjustments in their accounts 
to show that the produce was brought and sold on agency basis. The com¬ 
mission due to the marketing societies for such sales are paid by the borrower- 
members. 

We also understand that the supervisory staff of the cooperative bank and 
the department, who were aware of these malpractices and fictitious adjust¬ 
ments, failed to prevent them since they were given rigid targets to achieve 
in this regard and their performance was judged in terms of the target 

achieved. 

10.34. These malpractices may not be common in all areas and may 
exist only in a very few societies. But it is likely that, unless checked 
immediately, they may spread to other areas also. We, therefore, strongly 
emphasise the need to strictly avoid such malpractices, which are highly 
undesirable. The Cooperative department and the cooperators concerned 
should take all necessary precautions against these malpractices. In this 
connection, we also desire to stress the importance of fixing the targets for 
effecting such linkage in relation to individual societies and supervisory offi¬ 
cers in a realistic manner so as to ensure that no undesirable practices are 
adopted merely to fulfil them. 

Agricidtural Credit Corporations—Role of marketing cooperatives 

10.35. We understand that the Government of India, in pursuance to 
the recommendations of the Informal Group on Institutional Arrangements 
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for Agricultural Credit, are proposing to set up Agricultural Credit Corpora¬ 
tions in some of the States to meet the needs of credit of the farmers as 
a transitional measure till such time as the cooperative credit structure is 
strengthened and is able to take over the function in these States. In all 
these States, cooperative ntarkedng societies have already been organised 
in most of the ‘mandis’. As observed by the Informal Group, “a close link 
between credit and marketing will be specially important for the Corpora¬ 
tion, as, unlike the cooperative agency, they will have no local roots and 
will, therefore, have to depend largely on such linking for ensuring prompt 
recoveries.” The Group also suggested that wherever cooperative marketing 
or processing societies are functioning satisfactorily, the Corporations could 
link their credit operations with such societies. We recommend that the 
proposed Corporations should make full use of the existing marketing 
societies in these States, both for grant of production loans and for their 
recovery through sale of produce. We also desire to emphasise the need 
for close co-ordination between the two organisations for their mutual 
advantage in the same way as agricultural credit societies would have done, 
so that when these Corporations are replaced by the normal cooperative 
credit structure, there may be no dislocation. 



Chapter XI 


RELATIONSHIP AMONG MARKETING COOPERATIVES AT 
VARIOUS LEVELS AND WITH VILLAGE COOPERATIVES 

11.1. As mentioned earlier, marketing cooperatives in this country axe 
of comparatively recent origin and they have yet to firmly establish them- 
selves in the field of agricultural trade. For the past several centuries, 
private trade has entrenched itself so firmly in the field of agricultural mar¬ 
keting, that the creation of a countervailing force calls for concerned efforts 
on the part of the cooperatives. It is common knowledge that private trade 
channels have build up their own integrated structure, whose components at 
various levels impart strength to each other through mutual exchange of 
information, service and, at places, finances. If marketing cooperatives 
at various levels have to compete with private trade successfully, they have 
also to achieve a large measure of integration and should be in a position 
to collectively take all steps necessary for moving the produce from the 
field to the consumer in raw or processed form. These will include such 
essential functions as assembling, transport, storage, financing, grading and 
standardization, distribution, etc. Such integration will be possible only 
when the following basic principles are fully recognised and followed :— 

(i) there should be no unhealthy competition or duplication of 
functions among marketing cooperatives at various levels or at 
the same level in any area of activity; 

(ii) the higher level marketing institutions, which are federal insti¬ 
tutions, should always function for the benefit of and on behalf 
of the lower level institutions and not independently in com¬ 
petition with them; 

(iii) there should not be undue concentration of too many functions 
or resources in the higher level institutions. The objective 
should be gradual decentralisation or diversification of functions 
to lower level organisations and specialisation in different fields 
of activities. 

Having enumerated above the basic principles that should govern ihe 
mutual relationship between cooperatives at various levels engaged in agri¬ 
cultural marketing, the relationship that should exist between them inter-se 
is discussed in the following paragraphs : 

Village Agricultural credit/service cooperatives and Printary Marketing 
Societies 

11.2, A sizable portion of marketable surplus of agricultural produce 
is sold at the village level. Hence, the village agricultural credit/service 
society has a crucial role to play in the field of cooperative marketing. The 
present policy of “Crop Loans" envisages that (1) while issuing production 
loans, the village society should obtain an undertaking from the farmer 
agreeing to sell his suiplus produce through the society, (2) just prior to 
harvest, the village society should ensure that the member-cultivator honours 
his commitment and delivers his surplus produce either to the village society 
or direct to the marketing society, (3) the village society should function 
as an agent of the primary marketing society for collection, interim storage 
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and transport of produce to the market centre, (4) besides helping the 
farmer in marketing his agricultural produce, the village society should 
undertake retail distribution of agricultural production requisites, like ferti¬ 
lizers, improved seeds, agricultural implements, etc. as well as essential 
consumer articles like sugar, kerosene, vanaspati, matches, (5) the market¬ 
ing society should act as the agent of the village society for recovery of the 
loans granted by the latter. For these purposes, their should be an effective 
organic and functional link between the agricultural credit and cooperative 
marketing societies. In actual practice, however, very few village societies 
have undertaken these functions. Many of the marketing societies undertake 
marketing of only such produce as is brought to them by the producers. 
The role of village societies in this regard has been insignificant. 

Primary Marketing Societies 

11.3. We consider that the primary marketing societies should, to the 
maximum extent possible, operate through the village cooperatives in the 
matter of collection, transport and outright purchase of agricultural produce 
and also for distribution of production requisites and consumer articles at 
the village level. To facilitate collection and transport of agricultural pro¬ 
duce, the marketing societies should normally arrange for transport vehicles, 
gunnies, etc. Where village societies are competent enough to undertake 
the function, no retail distribution of agricultural requisites and consumer 
goods should be undertaken directly by the marketing society. The market¬ 
ing society should arrange to recover producion loans from out of the sale 
proceeds of agricultural produce of members of village societies or pledge 
loans granted against such produce and remit such recoveries to the accounts 
of village societies concerned. For the services it renders in regard to 
collection, etc. of the produce, the village society may be allowed suitable 
remuneration by way of commission, margin, etc. by the marketing society. 
The marketing society should systematically pass on to the village societies., 
information about ruling priees and o‘her market news for the benefit of the 
fanners. 

Production credit—Role of Marketing Co-operatives 

11.4. Under the present policy, loans for cultivation and other expenses 
to the farmers are issued by the village credit societies and marketing societies 
confine themselves to issuing loans on the pledge of produce. A view has 
been expressed that marketing cooperatives should also be permitted to issue 
production credit to their individual members directly under certain specified 
circumstances. The reasons put forth are briefly indicated, viz. : (i) in many 
foreign countries, it is quite common for agricultural marketing and pro¬ 
cessing cooperatives to provide agricultural production credit. In fact, pro¬ 
visions of production credit is looked upon as a natural extension of the 
functions of a marketing cooperative, (ii) exception will have to be made 
in certain specified circumstances. For instance, in some areas, the market¬ 
ing cooperatives, particularly those concerned with cash crops such as 
plantation crops and cotton, have been providing production credit right 
from their inception. Any attempt to divest such cooperatives of this func¬ 
tion will dislocate their marketing operations, (iii) in some areas, the village 
credit societies do not exist or they may be weak, and it may take a long 
time to organise/revitalise a large number of credit societies in hundreds of 
villages, whereas it would be easier to provide such credit through already 
existing marketing societies; (iv) again an average village cooperative is 
mainly concerned with disbursing limited amount of production credit to 
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small and medium farmers. It may not be feasible for quite sometime for 
the village cooperative to undertake the responsibility of disbursing large 
production credit to bigger producers; (v) in view of the unlimited liability 
existing in most areas, larger growers may not be willing to join the village 
society; (vi) the credit needs of big holders may exceed those of all the medium 
and small holders put together and the village credit societies may not be 
able to meet such needs. In such circumstances, these needs may have 
to be dealt with separately; (vii) processing cooperatives, particularly co¬ 
operative sugar factories, with a view to ensuring standardisation in the 
quality of the produce raised, undertake supply of improved seeds, special 
manure mixtures, etc. to their members. It may be unrealistic. to expect 
that such societies will always distribute such production requisites only 
against cash and will not provide credit facilities to their members; (viii) 
grant of production credit by marketing societies would facilitate automatic 
linkage of credit with marketing; and (ix) lastly, when the Food Coiporar 
tion of India, Agricultural Credit Corporations, etc., are now proposing to 
grant production credit, there is no reason why marketing cooperatives 
should not do so, being closer to the farmer than the former organisations. 

11.5. For the reasons mentioned earlier, it has been suggested that it 
should be permissible for selected marketing and processing cooperatives, 
particularly those concerned with cash crops, to meet the larger credit needs 
of those growers who are directly their members, and that processing co¬ 
operatives may be permitted to supply agricultural requisites to their mem¬ 
bers on credit. It has also been suggested that the marketing societies should 
be treated on par with agricultural credit societies for eligibility for con¬ 
cessional finance provided by the Reserve Bank of India. 

The Conference on Marketing Cooperatives held at Hyderabad in 
November, 1955, which inter-aUa, examined this question, indicated “although, 
as a general rule, production credit should not be provided by the marketing 
societies, the State Government may, for special reasons, permit the market¬ 
ing societies to advance production credit to members.” The Madras Com¬ 
mittee on Cooperation (1955-56), which also examined this question, was 
of the view that it was not desirable for the marketing cooperatives to issue 
cultivation loans or loans on the standing crops for the following reasons, 
viz : (i) it should be possible to organise new village credit societies in 
places where they do not exist or the villages concerned may be brought 
within the area of operations of existing societies in the neighbourhood. In 
cases where the existing societies are not working satisfactorily, the central 
bank concerned can take effective steps to improve their working by re¬ 
constituting the managing committees, where necessary; (ii) it cannot be 
said that unlimited liability has acted as a great deterrent to larger growers 
from joining the village societies, as there are thousands of well-to-do 
persons as members and that the existing individual maximum credit limits 
are normally adequate for most of the farmers, particularly as the loans 
issued on the pledge of standing crops are excluded from the individual 
maximum credit limit fixed in the bye-laws; (iii) in view of its wide area 
of operations, it will not be possible for a marketing cooperative to ensure 
the proper and productive application of credit. The directors of market¬ 
ing cooperative cannot have as much personal knowledge of the credit 
worthiness and character of the borrowers as the directors of village societies 
may have, and, therefore, closer control and supervision over the utilisation 
of the credit will not be possible; (iv) another consequence of the marketing 
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societies taking up this business would be that the viability of many of the 
village societies, which are already below the economic level, would be 
adversely affected. @ 

11.6. Although when the membership of the marketing societies is small, 
it may be practicable for -hem to grant production credit directly to their 
members, in course of time, when a majority ot farmers are enrolled as 
members by the marketing societies, it will not only be impracticable 
to grant such credit, but it will also be not possible to supervise its utilisa¬ 
tion. We have separately recommended that all supply of agricultural pro¬ 
duction requisites should be channelised through the village society only by 
the general purpose primary marketing societies and that even processing 
or single-commodity marketing societies should not undertake such activi¬ 
ties. We understand that even she Agricultural Credit Corporations arc 
proposed to be set up only in the cooperatively under-developed States and 
that they will be replaced as scon as the cooperative structure is strengthened 
in :hese States. Considering the various aspects, we are of the opinion that, 
as a general rule, marketing cooperatives should not be permitted to grant 
production credit in areas where agricultural credit societies are working. 

iiui in areas ( 1 ) where there are no agricultural credit societies, or (ii) 
where the agricultural credit societies are not in a position to advance credit, 
or (iii) where there are no chances of organising a viable credit society, e.g. 
in tribal areas, in plantation crop areas where the area will be too large for 
the effective functioning of a primary agricultural credit society, marketing 
societies may be permitted to gram such credit. We consider that marketing 
cooperatives, with their close association with the farmers, will, under the 
above situations, not only be in a better position to advance such credit 
wi h less over-head costs than agencies like the Food Corporation, but they 
will also be able to forge an effective link of such credit with marketing, 
thus ensuring prompt recoveries. But any such arrangement, except in 
respect of areas referred to in item (iii) above, should be only as an 
interim measure till such time as credit societies are formed in the area or 
they are in a position to take over the function. In such cases, both the 
marketing society concerned as well as the local cooperative centra! bank 
and the cooperative officers concerned, should take effective steps to orga¬ 
nise village credit societies, or include the villages in the area of operations 
of neighbouring societies or to activise the existing societies, as the case 
may be, as early as possible. 

As regards the larger farmers we consider that their requirements should 
also be met by the village credit societies in the usual course. The indivi¬ 
dual maximum credit limits prescribed under the byelaws of these societies 
should be enhanced where necessary for this purpose. 

11.7. We are, however, aware that in certain cases, marketing societies, 
particularly those concerned with cash crops, have been providing produc¬ 
tion credit to their members since a long time. Any abnipt attempt to 
divest such cooperatives of this function will dislocate their marketing opera¬ 
tions. We consider that in such cases, the change-over should be made 
gradually in a phased manner so as not to adversely affect the business of 
the society concerned. Such a change should be made only after making 
adequate alternative arrangements to meet the credit needs of the members 
of these marketing societies through the local village cooperatives. 

©Report of the (Madras) Committee on Cooperation (1955-58), Chapter 12, Para 
190. 
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We also suggest that these and other marketing societies, which are 
required to grant production credit should be treated at par with primary 
agricultural credit societies for loan facilities from the cooperative central 
banks from out of the concessional finance provided by the Reserve Bank 
of India for seasonal agricultural operations. 

Relationship among different primary marketing societies at thi same 
level 

11.8. The relationship among different primary marketing societies in 
an area should be based on mutual support. There is at present no well- 
defined demarcation of functions among the different primary marketing 
societies in the same area, which often results in overlapping of functions, 
unhealthy competition, etc. Thus more than one marketing society under¬ 
take distribution of agricultural inputs in the same area and also deal in 
the same commodity. We consider that with well defined and mutually 
exclusive areas of operation, the scope for overlapping of functions or com¬ 
petition between these societies could be greatly reduced. Where, however, 
the agricultural produce has to be sold a wholesale or a terminal market 
other than the head-quarters of the society concerned and in the matter of 
purchase of agricul'ural production requirements from private trade, there 
is scope for competition among various primary societies. In such circum¬ 
stances, it is desirable that the primary marketing societies should operate 
through a higher level institution which should act as a coordinating body. 

Where, in a given area, a general purpose and a special commodity 
society function with overlapping areas of operation, special care will have 
to be taken to clearly define, in their bylaws, the commodities each will 
deal with, the type of other functions each will undertake, etc. so that there 
can be no duplication of functions nor competition between the two types 
of societies. 

Functions regarding distribution of agricultural production requisites 

11.9. In certain areas, there are separate primary marketing or pro¬ 
cessing societies for different commodities besides the general purpose 
primary marketing societies. In such areas, we consider that the work 
relating to distribution of agricultural production requisites should be under¬ 
taken only by the general purpose society and not by all the societies. 
Firstly it may not be economical for all the societies to undertake the same 
activity. Besides, it would affect the viability of the general purpose society. 
Further, since in such areas the same producer may grow more than one 
crop, it will not be practicable for him to obtain his requirements from 
different societies, which if allowed, may also result in overdrawals. In this 
connection it has been stated that single commodity societies will be con¬ 
versant with the special needs of their grower-members and, therefore, will 
be in a better position to meet those needs than the general purpose societies. 
For instance, a cotton society can undertake supply of special manure 
mixtures suitable for cotton growers. While we concede that the needs of 
growers of different crops are varied, due to various practical difficulties, 
we do not consider it desirable to allow a number of such societies to under¬ 
take fhe supply work in the same area. 

11.10. Ugder the existing pattern, all supplies of production requisites 
are required to be made through the agricultural credit societies as part 
of the production loans. It may not be practicable for the village society 
Ll Deptt.ofCD&C/66—13 
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to obtain its requirements from different marketing societies, resulting in 
multiplicity of accounts, transport costs, etc. It should, however, be pos¬ 
sible for the general purpose society itself to arrange for supply of the 
special needs of different growers in active collaboration with the concerned 
commodity marketing/processing societies. The latter may extend their 
assistance to the general purpose society in this regard. In these circum¬ 
stances, we recommend that in areas where commodity marketing societies 
function in addition to a general purpose marketing society, the latter should 
be entrusted with the distribution and supply functions in respect of all 
farmers in the area. 

Relationship with district marketing societies 

11.11. We consider that the district marketing societies, wherever they 
exist, should work in such a manner as to facilitate the operations of primary 
marketing societies. The district marketing society should coordinate the 
activities of its affiliated primaries so as to avoid duplication of activity and 
unhealthy competition among them. The district societies should assist the 
primary marketing societies in obtaining agricultural production requisites, 
essential consumer goods and also in arranging sale of agricultural produce 
to consumer cooperatives through the wholesale consumer stores. Wherever 
needed, they may also undertake inter-district trade, processing of agricul¬ 
tural produce where it is required to be done on a large scale for the benefit 
of more than one primary society, manure-mixing, fabrication of agricultural 
implements, etc. and other allied activities for the benefit of their affiliated 
primaries. The district society should also maintain a close liaison with the 
district officers of the Revenue. Civil Supplies, Agriculture, Marketing, Co¬ 
operative and other allied departments in matters concerning agricultural 
marketing and distribution and supply functions and safeguard the interests 
of its primaries. In performing these functions, it should be ensured that 
the district society does not compete with the functions of its affiliated 
primary marketing societies but only supplement them. 

11.12. We, however observed that the relationship of the district mar¬ 
keting societies with the primary marketing societies is, in several cases, 
not what it should be. In a few States, the district societies have under¬ 
taken retail distribution of fertilizers directly through their own depots, 
by- passing the primary marketing societies. This is not desirable as i; will 
lead to unhealthy rivalry. While there can be no objection to the physical 
movement of stocks directly from the district society’s godown to the retail 
distribution point in order to save transport cost, etc., such movement should 
be on behalf of the primary marketing societies only with reference to the 
latters’ indents. Similarly instances were noticed, where the district 
societies have made direct purchases from the producers at the village level, 
even where primary marketing societies were functioning. This is not 
desirable and wherever such practices exist, they should be stopped. Such 
direct practices can, however, be allowed only in cases where the primary 
marketing society is not able to undertake the activity. 

11.13. In the matter of supply of essential consumer articles in rural 
areas, under the present arrangements, the village societies are expected to 
obtain their requirements of consumer articles through the primary market¬ 
ing societies, which in turn are required to obtain them from apex marketing 
societies. As cooperative wholesale stores are being organised almost in 
all important towns in every district, it may often be cheaper to obtain 
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consumer goods from such stores locally rather than through apex/district 
societies. It will, therefore, be desirable and advantageous for the primary 
marketing societies to obtain their requirements of consumer goods from 
the nearby wholesale stores, wherever they exist. 

Apex marketing societies—Relationship with 

11 . 14 . In the federal structure visualised for agricultural cooperative 
marketing, the apex cooperative marketing society at the State level has 
a crucial role to play. The Rural Credit Survey Committee has envisaged 
the aims and objects of the State Cooperative marketing society as (a) mar¬ 
keting and processing of agriculture and allied produce of their members, 
(b) distribution of goods which the cultivators need as producers, e.g.„ 
fertilizers, seeds, implements, etc., (c) distribution of basic standardised 
requirements, which the cultivators need as consumer, e.g., cloth, sugar, 
salt, etc., and (d) certain developmental functions such as construction of 
godowns and warehouses. All these functions necessarily confer upon them 
the duties of co-ordination, guidance, supervision and supply of market 
intelligence to member societies. For effectively discharging these func¬ 
tions, affiliation of all primary and district marketing societies in the State 
to the apex marketing society is a pre-requisite. 

11.15. Most of the apex marketing societies are not at present under¬ 
taking marketing operations to any appreciable extent, but are confining 
themselves to distribution functions, import of consumer goods, etc. Thus, 
out of 16 apex societies (excluding those in Union Territories), only 14 
undertook sale of agricultural produce during 1963-6-4—three societies less 
than Rs. 5 lakhs, 3 societies between Rs. 2 and Rs. 5 lakhs, one society 
between Rs. 10 and Rs. 15 lakhs, 4 societies between Rs. 20 and Rs. 50 
lakhs and 3 societies above Rs. 50 lakhs. Tire remaining 2 societies have 
not undertaken any marketing operations. It is necessary that the apex 
societies should increasingly undertake marketing operations on behalf of 
its affiliated societies, particularly in the fields of inter-State trade and 
export of agricultural produce. Where large scale processing is required 
for the benefit of a number of primaries, the apex body should undertake 
such processing on behalf of its primaries. Depending on need and poten¬ 
tialities, the apex society can set up manufacturing units for the production 
of straight fertilizers mixtures for improved agricultural implements, etc. 
for supply to the farmers through the affiliated societies. They can also 
establish workshops for repairs and servicing of agricultural machinery, 
such as pump-sets, power-tillers, tractors and other implements. They can 
also arrange for agricultural extension functions for the benefit of producer 
members of their affiliated primary marketing societies as well as village 
service societies. The apex society may also provide technical guidance 
for construction of godowns by the marketing and village cooperatives. 

11.16. In undertaking marketing of agricultural produce, the apex 
society should ensure that such produce is invariably obtained through its 
affiliated societies and a share of the profi‘s accruing from such business 
should be passed on to the primaries under an agreed formula. The ten¬ 
dency on the part of higher level institutions to keep back profits from 
distribution to affiliated societies should be curbed. In respect of distribu¬ 
tion and supply functions, the apex society should keep as small a margin 
as possible consistent with its own stability and larger margin should be 
allowed to the societies at mandi and village levels. Another important 
function of the apex society is to make adequate arrangements for dissemina- 
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tion of market intelligence and expert advice on marketing and processing of 
agricultural produce. It should be a separate cell for systematic collection 
of statistics relating to production of crops, movement of agricultural pro¬ 
duce, centres of consumption, prices and price trends of various agricultural 
commodities in different markets in the State, country and abroad and 
supply them to the affiliated societies through periodical bulletins. The cell 
should also be in a position to render advice to the primary and district 
marketing societies on specific problems relating to marketing and process¬ 
ing and other allied functions. In this connection the National Co-operative 
Development Corporation has recently formulated a scheme for giving 
financial assistance to the apex societies to set up promotional and 
assessment cells. The apex societies may avail of this assistance and set up 
such cells with expert staff as a first step towards accelerating the pace of 
development of cooperative marketing and processing in their States. 

11.17. It should, however, be ensured that the apex marketing society 
plays a promotional role and supplements the efforts of its affiliated societies 
and under no circumstances should it compete with them, either in the field 
of marketing of agricultural produce or in the field of distribution of pro¬ 
duction requisites and consumer articles. Each apex marketing society 
should also endeavour to create within itself a pool or cadre of managerial 
personnel for being lent to the affiliated societies. 

In undertaking inter-State trade in agricultural produce, an apex market¬ 
ing society should, as a rule, deal with its counter-part in other States or 
through the National Federation. The areas of business where there is a 
possibility of the interests of two or more apex societies coming into con¬ 
flict, should be left to the National Federation, which should act as a 
coordinating agency in the best interests of all its affiliated apex societies. 

National Agricultural Cooperative Marketing Federation 

11.18. The role of the National Agricultural Cooperative Marketing 
Federation in marketing of agricultural produce has been insignificant so far. 
Its relationship with the apex marketing societies was not also effective and 
often resulted in conflicts. We consider that the National Federation, as 
a federation of State marketing societies and bigger processing societies, 
should coordinate their activities and render expert advice and guidance 
to them on problems relating to cooperative marketing in general and inter¬ 
state and export trade in particular. It should play a promotional role, 
providing technical know-how to the marketing and processing societies on 
inter-national and inter-State trade, market and price trends, commercial 
intelligence, business techniques, etc. For this purpose, the National 
Federation should have a separate cell with expert staff for different func¬ 
tions relating to cooperative marketing, processing and distribution opera¬ 
tions. The National Federation should function through the State market¬ 
ing societies only and it should not normally deal directly with the central 
and primary marketing societies except in areas where the apex marketing 
societies are not effectively functioning or with the consent of the apex 
society concerned for other practical reasons. The National Federation 
should ensure that it does not compete with the State societies. It should, 
as a rule, keep away from the fields where the State societies themselves 
can function effectively. In other words, the National Federation should, 
for all practical purposes, function as a representative of its affiliated socie¬ 
ties and not as a rival organisation. The National Federation should sys- 
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tematically pass on the profits earned through business from its affiliated 
societies to the lower level institutions to the maximum extent possible. 

National Federation — Export/Import functions 

11.19. Another important function of the National Federation is to 
undertake export of agricultural produce to foreign countries and also 
import of agricultural requisites and other essential commodities required 
by the farmers. As export of agricultural produce and also imports are 
specialised activities requiring up-to-date knowledge of export/import pro¬ 
cedures, foreign markets, and also close coordination with the Ministry of 
Commerce, State Trading Corporation, Export Promotion Councils, etc., 
we consider that it would be desirable and advantageous if all cooperative 
sector exports/imports are undertaken by the National Federation instead 
of individually by each apex society. The National Federation can have an 
export staff to deal with all matters relating to exports and imports and 
render advice to State level societies. This will also result in economy in 
costs and close coordination, as otherwise each apex body would be 
required to maintain parallel expert staff resulting in duplication and under¬ 
utilisation, as such staff may not have full employment throughout the year. 

11.20. We are, however, aware that a few apex societies are already 
undertaking export of certain commodities successfully and have acquired 
specialisation in it. It is not our intention that such societies should give up 
the activity in favour of the National Federation. There is no need to 
disturb the existing arrangements so long as they are working satisfactorily 
and there is no competition in the same trade among more than one apex 
society. But where two or more apex societies desire to undertake export 
of the same commodity, it would be desirable to associate the National 
Federation t 0 facilitate economy in costs and to avoid unhealthy competi¬ 
tion. For instance, at present Maharashtra and Gujarat Slate societies are 
exporting bananas to foreign countries. As only two Sta‘es are at present 
involved, this arrangement can work satisfactorily. But in due course of 
time, other banana growing States may also come up for export. In such 
cases, we consider that the National Federation should take up the work. 
In so doing, the National Federation should fully utilise the experience 
and knowledge of the former societies. Where possible, the societies which 
had been successfully undertaking the export hitherto could be appointed 
as agents of the National Federation for undertaking export on behalf of 
the latter. 

Marketing Cooperatives and Regulated Markets 

11.21. Often a view is expressed that in places where regulated markets 
have been established, the cooperative marketing societies have no role to 
play. This view is obviously based on a misconception of the role of each 
of these two institutions, which have distinct functions. Actually, there is 
scope for both the organisations to develop and expand, as there is a com¬ 
plementary relationship between regulated markets and marketing coopera¬ 
tives. The regulated market is designed to regulate the trade through 
licensing the dealers, while the objective of a marketing cooperative is to 
provide effective competition to the traders and secure better returns to 
the actual producers. Thus, while a marketing cooperative renders services 
only to its members by way of providing credit pending the sale of their 
produce, assembling their produce, grading, processing, storage and market¬ 
ing, the regulated market, on the other hand, is intended to' rationalise the 
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trade practices and improve the general trading conditions for sale in the 
market by eliminating the malpractices and thereby rendering service not 
only to the entire farming community but also to all other sellers including 
the village or itinerant merchants. There are instances of non-cooperation 
by the traders with the functioning of the regulated markets. In such cases, 
the marketing cooperatives can assist the regulated markets through purchase 
of the produce. Therefore, even for the successful regulation of a market, 
the presence of a strong marketing cooperative in each regulated market 
becomes an absolute necessity, whereas a cooperative can function efficiently 
in a regulated market under conditions of fair competition without the fear 
of the traders resorting to malpractices, etc. 

Entrustment of management of regulated markets to marketing cooperatives 

11.22. It has been suggested that with a view to making the working 
of marketing societies more effective, they should themselves be entrusted 
with the management of regulated markets by a suitable amendment 
to the Regulated Markets Act. Already, there is provision in the Regulated 
Markets Act of one or two Spates for such management. But, we learn that 
no marketing society has been entrusted with the management of a regulated 
market and that the experiment tried at Amraoti in this regard proved a 
failure. In this connection we are in agreement with the following views of 
the Madras Committee on Cooperation (1955-56): “The market committee 
has to regulate dealings between the two participants to the trade, buyer 
and seller. It has, therefore, to maintain ‘poise and balance’ between these 
two sections. The marketing society being an organisation of sellers, its 
actions would easily be viewed with suspicion by the other party. By no 
stretch of argument, can it be made out that it is the legitimate business of 
cooperatives to take over the management of regulated markets, as their 
business is and should be primarily concerned with the sale of their 
members’ produce.”® 

We, however, emphasise the need for giving adequate representation to 
marketing societies on the Regulated Market Committees. The size of such 
representation may be increased where the marketing society commands a 
sizeable share of the agricultural produce marketed in the area. 


©Report of the Committee on Cooperation in Madras (1955-56), Chapter 12, (Para. 

198 ). 



Chapter XII 


ROLE OF MARKETING COOPERATIVES IN STATE PROCURE¬ 
MENT OF FOODGRAINS AND THEIR RELATIONSHIP WITH THE 
FOOD CORPORATION OF INDIA 


Limited progress in marketing of foodgrains by cooperatives 

12.1. The limited progress in cooperative marketing made during the 
Second and Third Plan periods was largely in relation to cash crops such 
as sugar-cane, cotton and plantation crops. Sugarcane constitutes the single 
largest commodity accounting for about 45 and 39 per cent respectively 
of the total value of agricultural produce marketed by cooperatives during 
1963-64 and 1964-65 as may be seen from the following table :— 

Rs. in crores 


Year 

Value of agricultural produce 
by cooperatives 

marketed 

Sugar¬ 

cane 

Food- 

grains 

Other 

crops 

Total 

1950-51 

. 29 

N.A. 

18 

47 

1955-56 

. 33 

N.A. 

20 

53 

1960-61 

. 84 

24 

66 

174 

1962-63 

. 61 

32 

67 

160 

1963-64 

. 99 

40 

85 

224 

1964-65 

. 116 

99 

86 

301 

12.2. So far 

as co-operative marketing of foodgrains is concerned, it 

may be observed 

from the following figures that the progress was rather 

slow till recently 

— 







Value of foodgrains 




marketed 

by co- 


Year 


operatives 

(Rs. in 




crores) 


1958- 59 

1959- 60 

1960- 61 

1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 


10-5 
24-0 
24’0 
32-0 
32-0 
40-0 
99 0 
1310 


Foodgrains marketing assuming special significance for cooperatives 

12.3. Marketing of foodgrains assumed special importance during the 
year 1964 due to the rising trend of prices. In February, 1964, while con¬ 
sidering the question of stabilisation of prices of foodgrains, the Agricul¬ 
tural Produce Board set up by the Government of India under the Chair¬ 
manship of tire Union Minister of Food and Agriculture, suggested that 
cooperatives should be encouraged to buy foodgrains during the post harvest 
period at market prices and sell the stocks so purchased later during the 
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lean season at prices lower than the ruling market prices. A Conference of 
Registrars of Cooperative Societies and representatives of the Apex Market¬ 
ing Societies was convened in April, 1964 in New Delhi to consider the 
specific role the cooperatives could play in the stabilisation of prices of 
foodgrains, particularly paddy/rice and wheat. The Conference observed 
that the performance of cooperatives in the field of marketing of foodgrains 
was insignificant inasmuch as they handled hardly 3.5 per cent of the total 
estimated marketed surplus of about Rs. 800 crores. The Conference en¬ 
visaged the following role for cooperatives in the marketing of food 
grains:— 

(a) When government undertakes procurement operations, co-opera¬ 
tives may function as the agency for procurement; 

(b) cooperatives should be the implementing agency for govern¬ 
ment schemes of price-support for foodgrains; 

(c) cooperatives may purchase foodgrains, process them, if neces¬ 
sary, and deliver the stocks to government towards buffer stock 
or to consumer cooperatives or other nominees of government; 

(d) cooperatives should develop trade in food-grains as a part of 
their normal marketing activity. 

In this back-ground, the Conference envisaged that cooperatives should 
be able to handle Rs. 85 crores worth of foodgrains during 1964-65, i.e., 
nearly 10% of the total marketed surplus in the country. To achieve this 
size of operations, the Conference also made various suggestions for streng¬ 
thening the marketing cooperatives. 

Agricultural Prices Commission 

12.4. During the year 1964-65, a number of important developments 
took place in the field of marketing of foodgrains. In January, 1965 the 
Government of India constituted the Agricultural Prices Commission under 
the Chairmanship of Professor M. L. Dantwala to advise the Government 
on the price policy of agricultural commodities. 

12.5. The Agricultural Prices Commission submitted its report on Price 
Policy for kharif cereals for 1965-66 in two parts in May/July, 1965. The 
Commission, while suggesting minimum prices for paddy, jowar, bajra, and 
maize for the 1965-66 season, also, inter alia, recommended that ideally 
the public purchases should be made through the marketing cooperatives 
and the Food Corporation of India, the former working at the primary 
level and the latter at the apex and inter-state levels. But, as in the pre¬ 
vailing context all government purchases could not be made on a com¬ 
mercial basis, the Commission recommended a dual purchase system—with 
Government procurement administration purchasing rice or paddy on a levy 
system at fixed prices and the cooperatives and the Corporation making 
additional purchases whenever they can be fruitfully made on a commercial 
basis. The latter, according to the Commission, could always undertake 
other operations such as milling, storage, transport, etc. The Commission 
felt that in the long run as production increases, it may be possible to obtain 
an increasing proportion of government requirements at market prices 
through the cooperatives and the Food Corporation of India and thus com¬ 
mercialise and integrate most of the food marketing operations the Govern¬ 
ment. The Commission also emphasised that the marketing cooperatives and 
Food Corporation of India should operate as business institutions and the 
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coercive authority of the State in enforcing the levy should not be devolved 
upon them. 

Food Corporation of India 

12.6. Another significant development was the establishment of the 
Food Corporation of India on 14th January, 1965 with its headquarters at 
Madras to serve “as a balancing force to check the evils of speculative trad¬ 
ing and hoarding in foodgrains and to discipline the chaotic tendencies in 
the market, by acting as the principal agency for making purchases from 
producers and building up buffer stocks so as to ensure a fair deal for both 
the producer and consumer.” The Corporation’s primary duty is to under¬ 
take the purchases, storage, movement, transport, distribution and sale of 
foodgrains and other foodstuffs. Besides, the Corporation may also (a) 
promote by such means as it thinks fit the production of foodgrains and 
other foodstuffs; (b) set up, or assist in the setting up rice mills, flour mills 
and other undertakings for the processing of foodgrains and other foodstuffs; 
and (c) discharge such other functions as may be prescribed or as are sup¬ 
plemental, incidental or consequential to any of the functions conferred on 
it under the Act. Under the Food Corporation of India Act, the Food Cor¬ 
poration may also (i) lend or advance money to any person engaged in the 
production of foodgrains upon the security of foodgrains or such other secu¬ 
rity as may be prescribed, for any purpose connected with such production 
(clause 28); (ii) enter into agreement with any grower of food crops for 
the purchase of foodgrains after the harvest of such crops and any such 
agreement may provide that any sum payable by the Corporation to the 
grower under such agreement shall be payable to any scheduled bank or 
other financing agency nominated by the grower in this behalf to such 
extent as may be specified in the agreement. The scheduled bank or other 
financing agency may, on the basis of the agreement referred to above, 
lend money to a grower of food crops who has entered into such agreement 
(Clause 29); (iii) guarantee any loan referred to above and also any other 
loan raised by a grower of food crops which is repayable within a period 
not exceeding 5 years (clause 30). In regard to purchase of foodgrains, 
the Corporation may act through its own offices or utilise the services of 
cooperative societies or one or more wholesale private traders on an agency 
basis. 

Role of cooperatives in procurement of foodgrains 

12.7. The role of cooperative marketing societies in the procurement of 
foodgrains varied from State to State and for different crops depending on 
the policy of the State Governments concerned. During the 1965-66 season, 
procurement of foodgrains was undertaken by a levy on producers in Maha¬ 
rashtra, Madhya Pradesh, West Bengal, Madras, Kerala and Bihar. In 
Maharashtra, Madhya Pradesh, West Bengal, Orrisa and Assam, a system 
of monopoly purchase was adopted. (In Assam, however, the system of 
monopoly purchase through cooperative societies was withdrawn in July, 
1966 and millers were allowed to purchase paddy). In Punjab, Uttar Pradesh 
and Gujarat rice was procured by a levy on rice millers and dealers. In 
Andhra Pradesh, first a graded levy on producers’ was introduced in all 
districts, except East Godavari, West Godavari and Krishna districts where 
a levy of 75 per cent was imposed on rice millers. The levy on producers 
was, however, later withdrawn due to the unusual drought conditions and 
instead a levy on rice millers was introduced. The rates of levy varied 
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in different districts.® In a few States like Maharashtra, Madhya Pradesh 
and Assam, the marketing cooperatives were appointed as sole agents of 
government for procurement of certain foodgrains. In a few other States like 
Madras and West Bengal the cooperatives were appointed as agents along 
with private traders. In the States of Andhra Pradesh, Kerala and Mysore, 
procurement was undertaken by the Food Corporation of India and coopera¬ 
tives were associated as sub agents along with private traders. 

12.8. During the year 1965-66, cooperatives are reported to have mar¬ 
keted foodgrains worth Rs. 130.96 crores as against Rs. 99 crores in 1964- 
65 and Rs. 40 crores in 1963-64. The State-wise break up is given be¬ 
low 


(Rs. in Crores) 



Name of States 





Value of 

foodgrains 

marketed 

1963-64 

1964-65 1965-66 

1. 

Andhra Pradesh 





0-50 

0-91 

6-89 

2. 

Assam . 





600 

17-37 

11-53 

3. 

Bihar . 





0-40 

0-47 

N.A. 

4. 

Gujarat 





200 

2-40 

4-61 

5. 

J. & K. 





1-00 

0-67 

0-44 

6. 

Kerala . 





0-10 

2-69 

1-12* 

7. 

Madhya Pradesh . 





4-00 

8-54 

24-69 

8. 

Madras 





3-50 

16-39 

19-05* 

9. 

Maharashtra 





4-00 

17-89 

24-99** 

10. 

Mysore 





5-00 

4-90 

5-42** 

11. 

Orissa 





0-50 

0-69 

0-85** 

12. 

Punjab 





300 

6-58 

7-69** 

13. 

Rajasthan 





1-50 

1-05 

1-00** 

14. 

Uttar Pradesh 





9-00 

16-72 

7-61** 

15. 

West Bengal . 





0-40 

1 66 

15-00* 


Union Territories 








16. 

Pondicherry . 








17. 

Andaman & Nicobar 





0-05 

0-21 

0-07 

18. 

Goa 









Total 





40-95 

99-14 

130-96 


Preference to cooperatives in State procurement operations 

12.9. During the last two years, cooperatives have made considerable 
progress in the marketing of foodgrains. Much of this progress was, how¬ 
ever, due to State preference or monopoly in procurement operations. The 
association of cooperatives with State, procuremnt or price support schemes 
will keep them to develop closer contact with the producers, and develop 
competence, in handling foodgrains marketing. In any case, it is the most 
suitable agency for implementation of the Governments foodgrains distribu¬ 
tion policy and coordinating it with policies in allied fields like credit and 
the new strategy of agricultural development. 

The Foodgrains Policy Committee (1966), while recommending a lar¬ 
ger role to the Food Corporation of India in die procurement of foodgrains, 

©Report of the Foodgrains Policy Committee (1966), para 3-17. 

©©Source : 1963-64 

1964- 65 Review of Cooperative Marketing N.C.D.C 

1965- 66 N.C. D.C. bulletin October 1966. 

* Paddy only. 

* *Tentative. 
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emphasised the need for an effective coordination with the marketing co¬ 
operatives as follows:— 

“In those States where cooperative societies act as monopoly pro¬ 
curement agent, the Food Corporation should work through the agency 
of cooperative societies. For this purpose, a close liaison between the 
Food Corporation and the cooperative societies should be developed. 
The Food Corporation can help the cooperative societies in procurement 
operations by providing facilities of finance, storage, etc.” (Para 11.3). 

“Even stronger than its link with private trade should be that which 
the Food Corporation establishes with marketing and cooperatives in 
different States. It could appoint the cooperative as its agents in certain 
cases or, in other circumstances, be itself the agent of the cooperatives, 
according as the procurement arrangements of the particular State render 
it suitable. But in all States the endeavour should be to work in the 
closest possible association with government, cooperatives and private 
trade.” (Para 11.6). 

12.10. The main objectives of the Food Corporation of India are (a) 
xo ensure that the producer obtains a price not less than the minimum price 
•announced by government, (b) to build up gradually buffer stock and (c) 
to assist government in ensuring that the trade functions within the frame 
work of the price structure determined by government. We understand that 
when the Food Corporation was formed, it was envisaged by the Govern¬ 
ment of India that the Corporation should endeavour to give every encourage¬ 
ment to the cooperative societies by giving them preferences, wherever possi¬ 
ble, in the centres of procurement. The Food Corporation, has, we ieam, 
accordingly decided, as a matter of policy, to give preferential treatment to 
cooperatives in appointing them as its sub-agents in areas where the Cor¬ 
poration is appointed as the sole procuring agent. It has, however, been 
reported that this policy is not being strictly followed in all cases for various 
reasons. 

12.11. We are aware that the Food Corporation is given targets for 
food procurement and it has to employ all available agencies in order to 
achieve these targets. In this context, it may not be possible nor desirable 
for the Corporation to depend on the cooperatives exclusively irrespective 
of their capacity to deliver the goods. The Corporation, both as a business 
institution and as a governmental agency, should, therefore, have to strike 
an even balance between the fulfilment of its objectives and the social objec¬ 
tive of encouraging cooperatives from the long range point of view. We 
could not obtain the views of the Corporation in this regard. It may be 
that the Corporation may have other valid reasons for not fully involving the 
cooperatives. Without going into the merits of the individual cases, we 
consider that there are quite a number of marketing societies, which, given 
the financial support, are capable of undertaking the work satisfactorily. 
The experience of Maharashtra and other States bears this only. We, there¬ 
fore, see no reason why, given the support, the cooperatives in other areas 
too should not make a similar contribution. 

12.12. Apart from procurement of foodgrains by the Food Corporation 
of India and State Governments, certain other commodities are also being 
procured by the government from time to time under various price support 
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or other scheme, e.g. cardamom by the Cardamom Board (1963-64), Jute 
by the State Trading Corporation (1962-65) etc. We recommend that 
wherever the State Government concerned is satisfied that the apex and 
other level marketing societies in the State can make satisfactory arrange¬ 
ments to procure the requisite quantities of the foodgrains or other agricul¬ 
tural produces, the Food Corporation of India and other State trading agen¬ 
cies, should, as a general rule, give positive preference to them in regard 
to appointment as agents/sub-agents under their procurement/purchase 
programmes. In areas where, however, the cooperatives are weak 
and are not capable of performing the task, other alternative arrangements 
can be made till such time as cooperatives are in a position to take over 
the function. Even in such cases, the State Government and the apex mar¬ 
keting society concerned should simultaneously take suitable steps to revita¬ 
lise the societies concerned. 

Role of the Apex Marketing Societies in procurement 

12.13. The Conference to State Cooperation Ministers held in Bombay 
in November 1965 recommended that in any scheme of state procurement,' 
particularly foodgrains, it is necessary that the apex marketing societies 
should act as the main agency for dealing with the Food Corporation of 
India or any other state-trading authorities. There should not ordinarily be 
any direct relationship between a primary marketing society and the state 
agency. This would enable the cooperative marketing structure, as a whole, 
to settle the broad terms and conditions of procurement operations with 
state authorities. Secondly, it would enable the cooperative marketing struc¬ 
ture to pool its experience, resources and personnel and deploy them in an 
effective manner. Thirdly, from the view of government also, such an 
arrangement would be helpful, as it would enable them to hold one federal 
apex marketing organisation accountable for any deficiencies in performance 
of the task assigned to the cooperative marketing institutions and also for 
settlement of accounts. We endorse the above recommendations. In the 
case of specialised crops like jute, cotton, etc., where more than one State 
may be involved and procurement is on an all-India basis, we suggest that 
the national federation should be associated. 

12.14. While the apex marketing society should be the agent of the 
government or other state agencies for procurement/purchase the apex 
society in turn must invariably utilise the local marketing society concerned 
as its sub-agent. Only in areas where the primary marketing society is 
defunct or does not exist, the apex or the district society concerned should 
set up a .branch office of its own. Even in such cases, it should be the 
endeavour of the apex/district society to activise the marketing society 
concerned or to organise a new one as the case may be as early as possible. 
The district/apex society should, as far as possible, always function through 
its affiliated societies in line with its federal character. 

12.15. It has been mentioned to us that in a few cases, marketing co¬ 
operatives in order to fulfil the targets fixed for them have attempted to 
procure the stocks from the traders. This defeats the very object of the 
marketing cooperatives. Although such cases, we hope, may not be a 
common feature, we strongly deprecate the practice. The marketing co¬ 
operatives must necessarily aim at purchasing the produce directly from the 
producers. In areas where the primary producers are accustomed to dis¬ 
pose of their produce at the village level, the marketing cooperatives should 
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make adequate arrangements at the village level for collection of the pro¬ 
duce. For this purpose, suitable village societies, particularly those located 
at the ‘hat’ level should be actively involved. 

Cooperatives and the enforcement functions 

12.16. The procurement of foodgrains under the compulsory levy system 
on producers involves two sets of tasks viz., (i) determination of the quan¬ 
tum of levy per acre; compilation of list of producers and calculation of 
the quantum of foodgrains to be offered by each producer under the levy, 
and (b) provision of facilities to the producers at the village/market levels 
for offering the foodgrains under the levy, stocking of such foodgrains in 
transit, processing wherever necessary and final delivery to the Food Cor¬ 
poration of India or any other government agency. While as recommended 
earlier, cooperatives should be involved as the effective agencies for pro¬ 
viding facilities at the village/market level to the growers who have to 
offer foodgrains under the levy system, cooperatives at all levels should take 
every care to ensure that they are not in any way associated with the re¬ 
gulatory work relating to the levy. Association of the cooperatives with 
state Revenue/Civil Supplies or other government Officers for enforcing 
compulsory procurement will make the cooperatives unpopular in the long 
run and when state regulation is removed, they will not be able to retain the 
goodwill of the producers. The cooperatives should not, therefore, asso¬ 
ciate themselves with enforcement functions in any way. We disfavour the 
practice of representatives of marketing cooperatives accompanying Revenue, 
etc. officials for compulsory collections from producers. In such cases, the 
society concerned should make suitable arrangements at the village con¬ 
cerned for collection of the produce from the farmers after it is offered. 

Within limits of government policy, cooperatives should function always 
in the best interests of their own members and it should be ensured that the 
growers do not have a feeling that their society is working against their 
interests in favour of government. This is necessary as otherwise the co¬ 
operatives would come into disrepute. We also consider that it is not 
desirable for cooperatives, in their own interests, to have monopoly pur¬ 
chase rights through an administrative fiat or order. If government at any 
time decides that a monopoly of purchase is justified for administrative 
reasons, it should institute a direct governmental monopoly, utilising the 
services of cooperatives as intermediaries for collection, storage, processing, 
etc., as agents of government. In such cases, the government should accept 
direct responsibility for every step, wherever decisions enforceable by authority 
are involved. 

Post-procurement storage 

12.17. In certain states, we understand that cooperatives are being en¬ 
trusted with the task of holding stocks which are procured by them under 
the levy system or otherwise, on behalf of the government. As a general 
practice, we consider that the Food Corporation of India or other govern¬ 
ment agency concerned should undertake the task of post-procurement stor¬ 
age. Where, however, cooperatives have storage accommodation to spare, 
they may undertake post-procurement storage on behalf of the Food Cor¬ 
poration of India or other government agency as agents. In such cases, 
the Food Corporation of India or other government agency should formally 
take over the stocks on payment of the costs to marketing cooperatives and 
also allow suitable remuneration to the marketing cooperatives, which act 
only as storage agents of Food Corporation of India or other government 
agency concerned. 
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Impact of regulatory and other procurement policies on cooperatives 

12.18. It was brought to our notice that in some of the States, coopera¬ 
tives were considerably handicapped in their marketing operations in regard 
to foodgrains due to the State policy of fixation of maximum prices and 
also compulsory levy on rice millers, etc. It was stated that the actual mar¬ 
ket prices were invariably higher than the maximum prices fixed as the 
State Governments had no machinery to enforce the maximum prices. In 
such cases, the private traders adopted a number of malpractices and were 
able to pay the producers a price higher than the maximum price fixed and 
dispose of the produce directly in consuming markets at higher prices with¬ 
out recording the transactions in their books. As the marketing coopera¬ 
tives cannot adopt such practices, they were at a disadvantage. The growers 
sell their produce to the traders who offer higher prices in such a situation. 
Similarly, in the case of compulsory levy on rice millers, traders, etc., the 
millers and traders were often able to circumvent the orders by not bringing 
on record all their purchases and sales which obviously a cooperative cannot 
do. As the government purchase price in respect of such compulsory levy 
is generally lower than the actual ruling market price, the cooperatives have 
to incure losses. 

12.19. The Foodgrains Policy Committee (1966) did not favour the 
fixation of maximum prices for private transactions in foodgrains in the 
following words :— 

“Another point to consider is that of fixing maximum prices for 
foodgrains sold by private trade. All experience confirms that these 
maximum are unenforceable unless backed by stocks available with 
Government. Penal provisions do not avail. In other words the major 
instrument with Government for regulating consumer prices in the stocks 
that it commands and the distribution arrangements that it builds up. 
Maximum prices that cannot be enforced have only one effect, that of 
keeping stocks away from the open market. We recommend that Gov¬ 
ernment should fix procurement prices for acquisition of stocks and 
not maximum prices for trade transactions/’ 

“To sum up, an appropriate price policy should seek : (a) to assure 
the producer of guaranteed minimum support prices; (b) to assure the 
consumer that he will get at least specified quantities of foodgrains at 
reasonable prices; and (c) to fix reasonable procurement prices for the 
foodgrains acquired by Government.” 

We, as a Committee on Cooperative Marketing are not concerned with 
the price policy of the Government. But would like to state that, wherever 
the system of fixation of maximum prices or compulsory levy on traders, 
etc., is enforced, the State governments should see to it that all traders ob¬ 
serve them strictly and cooperatives are not put to any disadvantage on 
that account. If for any reason the State is not in a position to enforce 
the measures, the proper course would be to reimburse the cooperatives the 
loss suffered by them due to the State policy. 

Need for adequate margins for cooperatives 

12.20. The cooperatives on their part should make efficient and ade¬ 
quate administrative arrangements to manage the entire business satisfac¬ 
torily in the larger interests of the State, and ensure that the targets fixed 
for the Corporation are fully achieved. At the same time, they should 
that the operational costs of cooperatives are invariably high. While as 
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business institutions, the marketing societies should not suffer any loss in 
undertaking these operations, yet we desire to emphasise the need for these 
cooperatives to observe utmost economy and efficiency in their operations 
and reduce their over-head costs. If they do not do so, they may run the 
risk of losing state patronage as the State cannot be expected to patronise 
inefficiency at the cost of the consumers. 

We also recommend that the Food Corporation or other S ate agency 
concerned should fix suitable margins to the cooperatives in consultation 
with the apex marketing society concerned and the State Registrar after 
examining, on a realistic basis, the elements of various costs including cost 
of storage, transport, handling, etc. at various levels. If the cooperatives 
are required to pay interest on the advances for procurement operations, 
that element also should be taken into account. In regard to paddy, it can 
be distributed to the consumers only after processing into rice. We recom¬ 
mend that the marketing cooperatives should undertake processing of paddy 
also either in their own rice mills or in private mills which may be hired 
for the purpose, as this would provide a higher margin to them, and reduce 
transport and storage costs, while at the same time would facilitate the work 
of the Food Corporation. 

Maximum utilisation of advances for procurement work 

12.21. We have in Chapter VIII recommended that the State Govern¬ 
ments should accept full responsibility for providnig the finance required 
to enable marketing cooperatives to undertake procurement operations on 
behalf of the government and where they cannot provide such funds from 
their own resources, they should make suitable arrangements with the State 
Bank of India and other banks for the purpose. In the case of procurement 
operations, the number of agents employed would be large and considerable 
amounts will be locked up with them as advances for procurement. In 
order to conserve and utilise the available funds to the maximum extent 
possible, the Reserve Bank of India recently suggested to the marketing 
societies to adopt the ‘hundi’ system.® In this system, the primary market¬ 
ing society (which will function as the agent of the apex society) would 
make purchase out of the initial advance, which would be the barest mini¬ 
mum, made available by the apex society and on the basis of purchases so 
made draw a ‘hundi’ on the apex society. It would present the ‘hundi’ to 
the central' cooperative bank to which it is affiliated and have it discounted. 
With the amount realised from discounting the ‘hundi’, the primary society 
would make further purchases. The central cooperative bank in its turn 
would send the hundies discounted by it to the apex cooperative bank for 
realisation. The apex bank would credit the account of the central co¬ 
operative bank and debit the cash credit account of the apex marketing 
sodety. Under the system, it will not be necessary for the apex society to 
lock up large funds unnecessarily with primary societies as the latter would 
draw their requirements as and when necessary by drawing ‘hundies’. To 
ensure, that ‘hundies’ are properly drawn and only on the basis of purchases 
actually made, a responsible official may certify them. We recommend that 
the marketing societies may with advantage adopt this slystem. It would, 
however, be ensured that only nominal margins are charged by the State 
and Central Cooperative Banks for discounting the ‘hundies’ so that the 
operational costs could be kept at the minimum. 

® Reserve Bank of India circular No. ACD. Plan. 2811/PR. 69-65-66 
dated 30-4-1966. 



Chapter XIII 


COOPERATIVE STORAGE 


Need for godowns 

13.1. Till 1956, the storage capacity with the cooperatives was very 
negligible and this was one of the reasons for the slow progress in co¬ 
operative marketing during the period. The second and third Plans, there¬ 
fore, laid emphasis on the construction of rural and mandi level godowns 
by village cooperatives and marketing societies respectively and for this 
purpose provided for Government assistance in the form of loans and sub¬ 
sidies. The assistance provided for a rural godowns of about 100 tons 
capacity at the village level ranges between Rs. 10,000 to Rs. 12,500 while 
for a ‘mandi’ level godown of about 250 tons capacity, assistance of up to 
Rs. 35,000 is provided to marketing societies by the State Governments. 
Larger assistance is provided for godowns at district and State levels. The 
societies get 75 per cent of the assistance in the form of loans and 25 per 
cent in the shape of subsidy. 

Achievements during Second and Third Plans 

13.2. During the Second Plan period, as against a programme to assist 
4,067 rural godowns and 1,841 godowns of marketing societies, 4,985 and 
1,716 godowns respectively were actually assisted. The Third Plan visualised 
setting up of 729 godowns by marketing societies and 9,325 rural godowns 
by service cooperatives as also by marketing cooperatives. During the first 
four years of the Third Plan, a programme of 6,062 rural godowns and 837 
godowns of marketing societies was taken up. During the year 1965-66, 
1,057 rural and 140 marketing godowns were assisted. The Fourth Plan 
targets are : 1,500 new godowns of marketing societies and 20,000 rural 
godowns. Thus, till the end of 1964-65, 2,553 godowns of marketing 
societies and 11,047 rural godowns were assisted under the Second and 
Third Plan programmes. Of these, 1,670 godowns of marketing societies 
and 6,590 rural godowns were completed by 31-3-1965 and the remaining 
were reported to be under various stages of construction while a few 
godowns were not taken up for construction. In addition to the 
godowns assisted under the Plan schemes, about 1,500 rural godowns and 
1,000 mandi level godown were also constructed by the cooperatives out of 
their own resources. Besides, under the ‘crash programme’ scheme of the 
Union Department of Agriculture 1,152 rural godowns and 232 mandi/rail 
head godowns were programmed for construction through cooperatives dur¬ 
ing 1964-65. It is expected that the total capacity of the godowns owned 
by cooperatives will be of the order of about 20 lakh tonnes by the end of 
Third Plan. 

Progress of construction of godowns 

13.3. The progress of construction of godowns has, however, been 
reported to be slow for various reasons, such as non-availability of suitable 
sites, shortage of construction material and absence of suitable technical 
staff for providing technical advice and guidance for construction. Thus 
at the end of the Second Plan, as against 1,716 mandi level and 5,140 rural 
godowns were completed. With a view to accelerating the pace of construc¬ 
tion of the godowns, a number of measures were taken by the Government 
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of India and the National Cooperative Development Corporation recently. 
The State Governments were advised to help the cooperatives in acquiring 
suitable sites for godowns or allot government land for the purpose where 
available and also to meet the requirements of cooperatives in respect of 
construction material on a priority basis out of the agricultural quota allotted 
to the States. The State Governments were also requested to make the 
services of Block Overseers available to cooperatives for technical advice in 
regard to the construction of godowns and also to employ a small nucleus 
of engineering staff in the offices of the Registrars and in select districts 
where the programme of construction of godowns was heavy. 

Backlog in construction of godowns 

13.4. As a result of implementation of these measures, there has been 
a perceptible progress in the construction of godowns. Thus as on 
31-3-1965, 75 per cent of the rural godowns and 77 per cent of the market¬ 
ing godowns assisted up to 31-3-1964 were completed. This progress has, 
however, been uneven in different States, as may be seen from the following 
data :—@ 


Progress of Construction of Godowns 


S. No. State 




Rural godowns 

Marketing godowns 

No. assis- No. comp- 
ted upto leted upto 
31-1-64 31-3-65 

No. assis- No. comple¬ 
ted upto ted upto 
31-3-64 31-3-65 

1. 

Andhra Pradesh 


• 


500 

259 

141 

111 

2. 

Assam . , 

• 

• 


134 

112 

125 

97 

3. 

Bihar . . 




445 

345 

234 

185 

4. 

Gujarat 




789 

664 

136 

94 

5. 

Maharashtra . 




1,546 

1,144 

287 

170 

6. 

Kerala . , 




237 

225 

36 

31 

7. 

Madhya Pradesh 




618 

438 

203 

187 

8. 

Madras 




1,105 

1,081 

130 

133 

9. 

Mysore 




916 

544 

245 

168 

10 . 

Orissa 




310 

139 

37 

33 

11. 

Punjab . 




859 

782 

148 

129 

12. 

Rajasthan 




338 

251 

110 

88 

13. 

Uttar Pradesh . 




598 

365 

153 

114 

14. 

West Bengal 




312 

146 

141 

91 

15. 

Delhi . 




12 

12 

3 

3 

16. 

Himachal Pradesh 




57 

55 

24 

23 

17. 

Manipur 




21 

21 

2 

2 

18. 

Tripura 




44 

7 

11 

11 


All India Total 




8,841 

6,590 

2,166 

1,670 


It may be observed that there has been a heavy backlog in the con¬ 
struction of rural godowns, particularly in Orissa and West Bengal where 
the backlog was over 50 per cent. The position is not, however, so bad 
in respect of marketing godowns. 

( ct.Source : Review of Cooperative Agricultural Marketing, Processing, Supplies 
& Storage—1964-65, N.C.D.C. ~ ~ 

LIDeptt. of CD&C/66—14 
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Location of the godowns 

13.5. Till recently, the selection, of societies and location of rural 
godowns, we understand, was generally determined on an ad hoc basis— 
without examining the need, suitability and economics thereof. Many of 
these rural godowns are uneconomic and are under-utilised for the most 
part. There have also been instances, where certain societies undertaking 
distribution of fertilizers had to hire godowns, whereas rural godowns in 
adjacent villages were lying vacant. There was thus no co-ordinated 
approach in the matter of selection for the construction of these rural godowns. 
Out of over two lakh village societies, only about 12,000 societies are expec¬ 
ted to have rural godowns by the end of the Third Plan, while about 32,000 
such societies arc expected to have rural godowns, by the end of the Fourth 
Plan. It is thus obvious that even at the end of the Fourth Plan, there will 
be on an average only one godown for every 5 to 7 village societies covering 
a population of about 15,000 to 20,000 even after allowing for rationalisa¬ 
tion of existing credit societies through amalgamation. 

Criteria for selection of societies for construction of godowns 

13.6. With a view to facilitating their optimum utilisation and avoiding 
operational over-lapping, the National Cooperative Development Corporation 
recently suggested the lollowing measures to the State Governments in regard 
to the selection of societies for construction of godowns • 

(a) State Governments were requested to suitably plan the location 
of the godowns in advance and get necessary maps prepared for 
the purpose. 

(b) The State Governments were requested to lay down a suitable 
criteria for alkument of godowns to village societies, so that 

their economic functioning could be ensured. In formulating 
the criteria, they have been requested to take, inter alia, the 
following facts into consideration :— 

(i) A village cooperative to which a godown is allocated has 
to incur the recurring expenditure by way of interest on 
borrowed capital, depreciation, repair, etc. There should 
be reasonable prospect of meeting this recurring expendi¬ 
ture from the income accruing from the godowns. This 
income is usually connected with (a) fertilizer distribution, 
(b) distribution of other production requisites, ( c) distri¬ 
bution of consumer articles, (d) interest on pledge loans 
guaranteed against stock of produce, and (e) commission 
on stocking of produce as agents of marketing societies. 
One or more of these sources of income may be important 
in a particular area. However, as a general rule_, the major 
source of income is fertilizer distribution. Hence, while 
allotting a godown, it might be ensured that ordinarily, there 
is certain minimum level of off-take of fertilizer of there 
is a prospect of raising the off-take to a certain optimum 
level by the village society. 

(ii) Under the programme of a rationalisation of cooperative 
credit structure at primary level State-wise surveys are be¬ 
ing carried out to determine the viable societies and poten¬ 
tially viable societies. Allocation of godowns to village 
cooperatives which, in due course, are to be amalgamated 
with other societies may be avoided. 
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(iii) In certain areas, where growers generally sell their pro¬ 
duce not in the secondary market, but in the primary 
markets or weekly ‘hat’ the local village cooperatives may 
have to play a significant part in acting as collecting agents 
of marketing societies located in the secondary market. 
In such cases, it might be an advantage to equip such 
village cooperatives (provided they are viable or poten¬ 
tially viable) with godowns. 

(c) In order to make sure that financial assistance earmarked for a 
cooperative godown will not be blocked with a particular society, 
the state government should make it a pre-condition for release 
of the first instalment of Government assistance that there is a 
reasonable prospect on the part of the concerned cooperative 
to obtain a suitable site for the construction of the godown. The 
Government loan and subsidy for construction of godowns 
should be released in instalments according to the progress of 
construction. 

(d) The State Governments were also requested to employ a small 
nucleus of engineering staff both in the office of the Registrar 
of Cooperative Societies and also at the headquarters of the 
district offices in selected district where the programme of con¬ 
struction of godowns is heavy, with a view to providing techni¬ 
cal advice and guidance to cooperatives for construction of 
godowns. This staff, in addition to attending to the work of 
godowns can also look after the needs of processing coopera¬ 
tives in regard to construction of their buildings, etc. 

(e) State Governments may provide model blue-prints, specifica¬ 
tions, designs for different types of godowns to suit local con¬ 
ditions in Afferent areas, for adoption by the societies. 

We endorse the above suggestions and hope that all the 
State Governments will adopt these measures with a view to 
ensuring optimum utilisation of godowns. We also suggest the 
following additional measures to accelerate the pace of con¬ 
struction of godowns. 

Coordination by apex societies for construction of godowns 

13.7. At present the construction of godowns is being undertaken by 
each society individually. It will result in economy in cost, and speedy execu¬ 
tion, if the apex marketing society could coordinate the work. The apex 
society can undertake bulk purchases of construction material, arrange fabri¬ 
cation and manufacture of standard items and employ full time engineering 
staff for supervising the construction. This will also result in uniformity 
in the standard of construction. 


Revision of procedure for grant of subsidy 

13.8. The Government assistance is made available to cooperatives in 
the form of loans (75 per cent) and subsidy (25 per cent). No time limit is 
laid down in many cases for the completion of the godown. In the past, 
under the ‘Grow More Food’ schemes, when some of the State Governments 
were granting subsidies for construction of wells, we understand that the 
amount of subsidy was in the first instance granted as a loan and it was 
later converted into a subsidy, if the construction of the well was completed 
within the stipulated period and utilised for raising foodcrops for a minimum 
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period there after. With a view to encouraging the cooperatives to com¬ 
plete the construction of godowns expeditiously and according to prescribed 
standards, we suggest that the entire amount of Government assistance might 
be given as a loan in the first instance with the condition that 25 per cent 
of the loan would be converted into a subsidy if the society completes the 
construction within the stipulated period according to prescribed standards. 
The exact period may be fixed by the State Governments with reference to 
local conditions. Where, however, the construction gets delayed due to 
genuine reasons beyond the control of the society concerned, e.g., non-avail¬ 
ability of construction materials, heavy rains, etc., extension of time can 
be granted by the State Government on merits of each individual case. Under 
this procedure, if a society loses the subsidy due to negligent delays, faulty 
construction, etc., the managing committee of the society will be answerable 
to its general body. 

In the alternative, provision can be made for converting the subsidy 
already given into a loan subsequently. In cases where the godown is not 
completed in time and/or according to specifications. This, we consider 
will be a sufficient deterrent on undue delays in constructions of godowns 
as also on substandard constructions. We are aware that this procedure 
may create certain accounting difficulties for the Government, but consider¬ 
ing the ultimate benefit in accelerating the pace of construction and ensuring 
a high standard of construction, it should be possible to devise a suitable 
method to overcome such difficulties. 

Size of rural godowns 

13.9. At present, rural godowns of uniform capacity of about 100 tons 
costing from Rs. 10,000 to Rs. 12,500 each are being generally con¬ 
structed by the village societies, irrespective of actual local needs. As a 
result many of these godowns, particularly in under-developed areas are not 
fully utilised. It is, therefore, desirable that smaller rural godowns with 
provision for future expansion may be constructed, to begin with, so as to 
reduce the costs and ensure fuller utilisation. We understand that provision 
for such smaller godowns has been made in the Draft Fourth Plan. 

Construction of rural godowns in backward and under-developed areas by 
Slate Governments 

13.10. It has been brought to our notice that, in a large number of cases, 
village service cooperatives, which have been allotted rural godowns have 
been finding it difficult to repay from out of their earnings the instalments 
of principal and interest on the loans taken by them for construction of 
rural godowns. Some of these societies are reported to be drawing on their 
working capital for repaying the loans. In many areas, the income from 
storage of agricultural produce has been practically nil at the village level 
and the transactions in respect of distribution and supply functions were 
not enough to meet the cost of maintenance of godowns. As a result, in 
most cases, it has not always been economical for a village cooperative to 
maintain a godown and these societies are not in a position to bear the 
burden of even the 75 per cent of the cost of rural godowns now provided 
in the form of loan. We understand that in pursuance of the recommenda¬ 
tions of the State Cooperation Minister’s Conference held at Hyderabad in 
1964, the question of enhancing the subsidy element of the Government 
assistance is under consideration of the Government of India. Even if the 
subsidy portion is increased, it may help only the marginal societies. There 
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are a large number of village societies, particularly in the backward and 
underdeveloped areas, which for considerable time to come, may not be able 
to maintain a godown from their own resources. But at the same time, 
these societies need godowns for their service functions. In such cases, we 
recommend that instead of burdening the societies with loans, which they 
will not be able to repay, the State Governments themselves should construct 
rural godowns as part of their rural development programmes and hire them 
to the cooperatives on rent at subsidised rates. In due course ownership 
of these godowns can be transferred to the cooperatives on payment of their 
depreciated value. 


Utilisation of godowns studies—Maharashtra 

13.11. While there is need for larger godown space with cooperatives, 
recent studies made in a few States indicate that a considerable number of 
godowns already constructed, particularly rural godowns, were not fully 
utilised due to reasons such as faulty location, selection of societies without 
careful study of needs, etc. There has, however, been no systematic attempt 
to evaluate the working of these godowns of cooperatives and assess the 
extent of their utilisation. We understand that the first attempt in this regard 
was made in Maharashtra State in 1961, when a sample survey of the etxent 
of utilisation of godowns was undertaken. In this survey, the figures of 
stocks on three different dates, viz., 31-12-1960, 30-4-1961 and 31-8-1961 
and figures of maximum and minimum stocks on any day during the previous 
year were collected and the average was arrived at. According to this 
study, it was found that on an average only 28 per cent utilised over half 
of their capacity, while 62 per cent utilised less than 20 per cent of their 
capacity. Of this, nearly 42 per cent did not utilise the godowns as may 
be seen from the following data :— 


Percentage of godowns studied Maximum Aver- 
on age 

Percentage of utilisation ---—- 

31-12-60 30-4-61 31-8-61 


0 

1— 5 
6—10 
11—20 
21—30 
31—50 
51—75 
76—100 


46 43 46 

18 3 5 

8 .. 13 

5 5 5 

8 5 5 

5 8 3 

2 10 8 

8 26 15 


31 

5 

3 

8 

3 

5 

13 

32 


42 

8 

6 

6 

5 

5 

8 

20 


100 100 100 100 100 


It is not clear on what basis the effective capacity was assessed. As 
regards ownership of the produce stored in these godowns, it was observed 
that about 96 per cent of the stocks belonged to the members of the societies 
concerned. 

Gujarat 

13.12. Similar studies, we understand were conducted in Gujarat, Mysore, 
Madras, Kerala States also. In Gujarat, it was found that only about 39 per 
cent of the godowns were utilised over half their capacity while 36 per cent 
had utilised less than 20 per cent. In regard to ownership of produce, it 
was found that as on 31-8-1961 only 76 per cent stocks belonged to their 
members, while as on 30-4-1961, 97 per cent belonged to such members. 
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Mysore 


13.13. In Mysore, the study was undertaken on different dates in the 
five different regions of the State. The result of the study which was carried 
out in 1960-62 was as under :— 



Bangalore 

Mysore 

Belgaum 

Gulbarga 

Mandya 


Divn. 

Divn. 

Divn. 

Divn. 

Divn. 

Percentage of godowns which 
utilised over half their capacity 
Percentage of godowns which 

17 

46 

18 

25 

50 



utilised less than 20 per cent of 
their capacity 

25 

28 

70 

46 

30 


Madras 


13.14. In Madras, a different method was adopted for the surveys con¬ 
ducted during 1961-62 and 1962-63. The stock of produce on each day 
was added to obtain the total quantity of produce shocked during the year 
and converted in terms of standard sized bags except for cotton. The total 
stock so arrived at was divided by 365 to arrive at the average per day. 
Based on this criteria, it was found from a study of 474 godowns made dur¬ 
ing 1962-63 that 34 per cent of the godowns were properly utilised, while 
47 per cent were underutilised. 

Kerala 

13.15. In Kerala, in the absence of any formula for arriving at the effec¬ 
tive capacity, the floor area of the godown alone was taken for assessing the 
utilisation of effective capacity. On this basis, it was found that out of 88 go- 
downs studied during 1962, 75 per cent had utilised over half their capacity, 
while 13 per cent had utilised less than 20 per cent. 

Need for periodical study of utilisation of godowns 

13.16. The methods adopted in Maharashtra, Gujarat and Mysore for 
assessing the effective capacity of godowns are not known. Separate data 
was not also available for rural and marketing godowns. Although the 
methods adopted for assessing the effective capacity as well as for utilisation 
cannot be said to be satisfactory, yet, even after allowing a margin for errors, 
it is evident that a large percentage of these godowns were not fully utilised. 
We understand that although the Government of India and the National 
Coopeartive Development Corporation have advised the State Governments 
to undertake similar studies, most of the states have not done so yet. Many 
of the Registrars in their replies to the Committee’s questionnaire could not 
ind’cate the average percentage of utilisation of marketing and rural godowns 
in their States. The National Cooperative Development Corporation has, we 
understand, recently undertaken a sample survey of utilization of godowns 
in the various S ates and that in many States it was found that rural godowns 
were not being utilised fully. 

13.17. With a view to ensuring that the godowns are properly utilised 
and also to take prompt remedial steps in cases of mix-utilisation and under¬ 
utilisation, it is necessary that a periodical assessment of utilisation should be 
made in each State of all godowns. The study should, among offiers, cover 
the extent of utilisation during the marketing season, the utilisation by mem¬ 
bers and others, the methods of storage, etc. As regards methods of con¬ 
ducting the survey, we consider that the methods so far used cannot be said 
to be satisfactory. We suggest that a study might be undertaken by the 
National Cooperative Development Corporation in consultation with the 
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Directorate of Storage and Inspection and the Central Warehousing Corpora¬ 
tion, if necessary, to devise methods to assess the effective capacity of 
godowns of different sizes under different conditions for the guidance of the 
State Governments. 

Training of godown personnel and scientific storage methods 

13.18. We observed that the present methods of storage of agricultural 
produce and other goods in the godowns of cooperatives are un-scientific 
resulting in loss of goods. In the larger interests of the country as a whole 
and those of the farmers in particular, proper and scientific storage is essen¬ 
tial. It is evident that by and large, many of even the bigger marketing 
societies do not have trained godown-keepers nor do they adopt scientific 
storage methods. The, Central Warehousing Corporation and State Ware¬ 
housing Corporations are now opening a net work of warehouses throughout 
the country, with suitable trained staff and equipment. The Central 
Warehousing Corporation also conducts periodical training courses in scien¬ 
tific storage methods. It is necessary that marketing cooperatives should 
depute their stall to these training courses. It is also desirable to make 
some working arrangements with the Central or State Warehousing Corpora¬ 
tions, as the case may be, for periodical inspection of the cooperative 
godowns by the technical staff of the nearest warehouse and also for techni¬ 
cal guidance such as proper methods of storage, fumigation, etc. 

Planning for future need 

13.19. We find that no realistic study of the needs of cooperatives at 
various levels for storage space has been made in any of the States and 
that, by and iarge, the programmes under the successive Plans have been 
made on an ad hoc basis. As a result there has been no rational distribu¬ 
tion of godown-space among the cooperatives at various levels. In view of 
the large expansion envisaged in the Fourth Plan both in regard to market¬ 
ing of agricultural produce and distribution/supply functions, we recommend 
that each State Government should undertake a detailed study of the require¬ 
ments of godowns of cooperatives at the village level, marketing coopera¬ 
tives at the ‘mandi’ district and Sta‘e levels. Such studies should take into 
account the actual requirements of each cooperative for the next ten years! 
with reference to its marketing programme, requirements for storage of 
agricultural requisites, consumer goods, etc. and should suggest suitable 
phased programme for the purpose. The national programme should be 
revised with reference to such studies, so that the construction of godowns 
could be planned and regulated according to needs on a realistic basis. 

Coordination between the Central/State Warehousing Corporations & Co¬ 
operatives 

13.20. The Rural Credit Survey Committee contemplated that the three 
agencies recommended by it for providing warehousing facilities, viz., the 
Central Warehousing Corporation and the State Warehousing Corporations 
and the cooperatives should function in a coordinated manner and operate in 
a fairly clearly defined mutually exclusive area. Thus, while establishment 
of warehouses in centres of national/inter-State importance will be the func¬ 
tion of Central Warehousing Corporation, establishment of warehouses at 
centres of State importance will be the function of the State Warehousing 
Corporations. In rural and semi-rural areas, cooperatives were expected to 
construct godowns. The programmes of warehousing corporations and the 
cooperatives were thus intended to be complementary to each other and 
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there should normally be no conflict of interests among the three agencies. 
With the expansion of the warehousing facilities in many of the centres by 
the Central and State Warehousing Corporations and large expansion of 
cooperative godown programmes, it has been suggested that unless some 
amount of coordination is effected among these three agencies, there is 
always no risk of duplication of efforts with consequential under-utilisation. 

13.21. At the end of 1965-66, the Central Warehousing Corporation and 
State Warehousing Corporations were maintaining 100 and 570 warehouses 
respectively at various centres in the country. As on 31 March, 1966 out of 
the total utilised capacity of Central and State Warehouses, cooperatives and 
producers accounted for only about 27 per cent as the following table would 
indicate :—• 


Class of depositors 

Percentage of capacity utilised 

Central State 

Ware- Ware¬ 
houses houses 

1 . 

Government 

42-0% 

27-7% 

2. 

Producers 

2-3% 

1'9% 

3. 

Cooperatives 

21-5% 

28-5% 

4. 

Merchants . 

34-2 % 

41-9% 


• The above position was as on 31st March, 1966. We however, under¬ 
stand that the average percentage of utilisation by producers and co-opera¬ 
tives was much less during the whole year. It is thus evident that the utility 
of warehouses to cooperatives and producers is rather limited for varying 
reasons. Firstly cooperative marketing societies by and large work as com¬ 
mission agents and the produce of their members is sold in small individual 
lots. The society cannot, therefore, pool the produce for storage in a ware¬ 
house. Secondly, the produce is sold normally within a short time after 
its arrival. It may not be economical for transporting the produce to a 
warehouse for such short periods. Thirdly, the marketing society should 
be in a position to exhibit the produce to the intending purchasers, which 
is not possible in case of storage in a warehouse. Fourthly, the cost of 
storage in warehouse is usually higher, besides the transport and handling 
charges involved. In these circumstances, the storage facilities of the ware¬ 
housing corporations will, for a considerable time to come, be of little help 
to cooperative marketing societies. It is only when the marketing societies 
start purchasing the goods outright in sufficient quantities for sale at a future 
date that the question of storage in warehouses would arise. 

13.22. While in the past there may have been cases of under-utilisation 
of warehouses, in the present context of procurement of foodgrains by the 
Food Corporation of India, which would utilise all available storage space, the 
question of under-utilisation may not arise. Consequently, the question of 
over-lapping among the warehousing corporations and cooperatives may not 
also arise hereafter. Nevertheless, some amount of coordination would seem 
necessary in the programme of the State and Central warehousing corporations 
and the cooperatives in the construction of godowns, particularly when any 
cooperative contemplates construction of more than one godown at places 
where suitable warehouses already exist. We endorse the following suggestions 
made in this regard :— 

(i) It will be necessary to equip each marketing society with at 
least one godown of a reasonable capacity with reference to 
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local needs. However, for any further expansion, the State 
Registrar of Cooperative Societies may take note of the availa¬ 
bility of warehousing facilities at the place before sanctioning 
the additional godowns to a marketing society. In this connec¬ 
tion, besides mere availability of warehousing, the Registrar 
should also take into account the reasonable costs of warehous¬ 
ing and other facilities vis-a-vis cooperative godowns; 

(ii) before constructing a State/Central warehouse, the Corporation 
may take note of the availability of cooperative storage facility; 
and 

(iii) the State Registrar of Cooperative Societies should suitably co¬ 
ordinate the programmes of cooperative godowns and ware¬ 
houses. 

Recognition of godowns of good working cooperative marketing societies as 
warehouses 

13.23. We also recommend that the godowns of good working coopera¬ 
tive marketing societies, which have trained godown staff and employ 
scientific methods of storage, may be recognised as ‘warehouses’ under the 
Warehousing Act. 



Chapter XIV 


ROLE OF COOPERATIVES IN THE DISTRIBUTION OF AGRICUL¬ 
TURAL PRODUCTION REQUISITES 

Introduction 

14.1. One of the basic functions of village cooperatives is to provide 
credit to the farmers for agricultural production. If such credit is largely 
made available in kind, it would not only reduce the chances of mis¬ 
application of loans but would also ensure in some measure utilisation of 
adequate supplies of inputs necessary for increasing agricultural production. 
As early as 1945, the Famine Enquiry Commission for Bengal recommend¬ 
ed that government should arrange, preferably through cooperative societies, 
the distribution of manures and fertilisers. In 1947, the Foodgrains Policy 
Committee also suggested an organisational set up based on village pan- 
chayats and cooperatives to help in the production drive. The First Five 
Year Plan also laid emphasis on the need for arranging supply of agricul¬ 
tural inputs through cooperatives. The Agricultural Administration Com¬ 
mittee (1958) which, inter alia, reviewed the position regarding the distri¬ 
bution of nitrogenous fertilisers, improved seed, improved agricultural im¬ 
plements and pesticides, was of the view that the entire organisation for 
the supply of these agricultural production requisites should be separated 
from the truly extension and technical functions of the State agricultural 
departments and transferred to the cooperative organisations in the states. 
The National Development Council, in its meeting in November, 1958, 
considered the role of cooperative movement in intensifying agricultural 
economy and resolved that the cooperatives should make arrangements in 
the village for timely supply of agricultural inputs to the farmers. 

Role of Cooperatives 

14.2. In recent years, the village credit/service societies at the village 
level and marketing cooperatives at different levels have undertaken the 
distribution of agricultural production requisites, particularly chemical ferti¬ 
lisers, to a varying extent in different States. The total value of retail 
distribution of chemical fertilisers, seeds, agricultural implements and other 
production requisites made by cooperatives during 1964-65 was of the 
order of Rs. 103.68 crores as against Rs. 40.47 crores in 1961-62 as 
under 


(Rs. in crores) 



1961-62 

1962-63 

1963-64 

1964-65 

(i) Chemical fertilisers 

32-27 

39-52 

57-31 

72-84 

(ii) Seeds. 

6-84 

7-03 

10-40 

12-43 

(iii) Agricultural implements 

0-91 

2-10 

3-78 

5-84 

(iv) Pesticides and other production 
requisites ..... 

0-45 

6-02 

8-73 

12-57 

Total .... 

40-47 

54-67 

80-22 

103-68 


©Review of Cooperative Agricultural Marketing. Processing, Supplies and stores 
1964-65 Is.C.D.C. 
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(a) Chemical Fertilisers 
Present consumption and IV Plan target: 


14.3. The consumption of fertilisers has gone up considerably during 
the last fifteen years as may be seen from the following figures :* 

(in lakh tonnes) 



1950-51 

1955-56 

1960-61 

1964-65 

1970-71 

1975-76 






(target) (estimated) 

Nitrogenous fertilisers 
(N) . 

Phosphatic fertilisers 

0-55 

1-22 

2-10 

5-55 

24-00 

40-00 

(p 2 o 5 ) . 

Potassic fertilisers 

0 09 

014 

0-54 

1-49 

10-00 

20-00 

(K,0) . 

0-06 

0-12 

0-26 

0-69 

7-00 

10-00 


It is envisaged that the present consumption levels would be raised by 
about five times in respect of nitrogenous fertilisers, over six times in case 
of phosphatic fertilisers and more than ten times for potassic fertilisers 
in the Fourth Plan. These objectives in turn require considerable efforts 
in the establishment of an efficient and economical distribution system 
right up to the village level, ensuring proper arrangements for storage, 
handling, provision of credit, extension work etc. 

Present role of Cooperatives : 

14.4. Cooperatives have been playing an important role in the distri¬ 
bution of chemical fertilisers, particularly nitrogenous fertilisers allotted 
by the Ministry of Food and Agriculture from the Central Fertilisers Pool. 
Cooperative organisations are the sole distributors of nitrogenous fertilis¬ 
ers in the States of Andhra Pradesh, Bihar, Gujarat, Maharashtra, Madhya 
Pradesh, Mysore, Orissa and Punjab. In Madras, cooperatives were hav¬ 
ing sole rights hitherto, but the State Government have recently allowed 
private traders also in certain districts. In Rajasthan, while the apex 
marketing society is the sole agent of the State Government for procure¬ 
ment of fertilisers, primary marketing societies at the wholesale level and 
village cooperatives at the retail level are the sole distributors in Ajmer 
and Bikaner divisions. In the remaining parts of the State, the Panchayati 
Raj institutions are the wholesale agents, but retail distribution is done 
partly through cooperatives and partly through panchayats and other agen¬ 
cies. In Kerala, cooperatives are largely involved at the retail distribution 
and account for nearly 50 per cent of the fertiliser distribution at that 
level. In West Bengal, Goa and Pondicherry, distribution is undertaken 
by cooperatives as well as private trade. In Uttar Pradesh, till early 1963, 
the apex marketing federation and the apex cane union were exclusive 
aeeats of the State Government for distribution of fertilisers. But since 
Mav, 1963, the State Government has set up an Agricultural Supply 
Organisation for distribution of fertilisers and other production requisites 
in addition to coopcra'ivcs. In Assam, the distribution is entirely in 
the hands of private agencies, whereas in Himachal Pradesh, Manipur, 
Trimira and the Andamans, the distribution is made entirely by the Gov¬ 
ernment. 

* Report of the Committee on Fertilisers (1965) paras 2-26, 2-27 and 2-28. 
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14.5. The comparative progress made by cooperatives in the distribu¬ 
tion of fertilisers and the number of retail depots opened by them from 
1961-62 to 1964-65 is indicated below : 



1961- 62 32-27 31,790 

1962- 63 39-52 33,878 

1963- 64 57-30 44,727 

1964- 65 72-84 51,726 


The State-wise progress in this regard during the years 1961-62 and 
1964-65 is given below : 


(Rs. in lakhs) 



State 

1961-62 

1964-65 

Value of 
fertilisers 
sold 

No. of 

retail 

depots 

Value of 
fertilisers 
sold 

No. of 

retail 

depots 

1 . 

Andhra Pradesh . 

416-62 

1,409 

741-91 

3,354 

2. 

Assam 

‘1 -05 

. . 

0-55 


3. 

Bihar 

M 65-84 

129 

150-45 

3,129* 

4. 

Gujarat 

294 61 

1,504 

593-98 

2,150 

5. 

Kerala 

57-13 

1,402 

165-00 

1,202* 

6. 

Madhya Pradesh 

167-44 

1,667 

355-09 

4,721 

7. 

Madras 

507-52 

1,929 

896-07 

3,573 

8. 

Maharashtra 

475-00 

5,000 

1,000-00 

8,000 

9. 

Mysore 

600-00 

2,000 

929-76 

3,000 

10 . 

Orissa 

8-76 

2,400 

195-72 

2,425 

11. 

Punjab 

207-00 

2,320 

1,354-42 

5,805 

12. 

Rajasthan . 

13-45 


70-00 

1,450 

13. 

Uttar Pradesh 

334-00 

10,256 

640-00 

11,547 

14. 

West Bengal 

45-65 

500 

145-44 

500 

15. 

Jammu & Kashmir 

12-99 

581 

27-64 

761 

16. 

Union Territories 

20-18 

84 

47-98 

109 


Total 

3,227-04 

31,790 

7,284-01 

51,726 


It may be observed from the above that there has been a steady expan¬ 
sion in the number of fertiliser depots opened for retail purposes by co¬ 
operatives. The total number of such depots in the whole country was 
of the order of 51,726 at the end of 1963-65 out of the total of 62,000 depots 
in the country© as against 31,780 in 1961-62. The sale of fertilisers by 
cooperatives has increased from Rs. 32.27 lakhs in 1961-62 to Rs. 72.84 
lakhs in 1964-65. Cooperatives accounted for nearly 73% of the total 
value of fertilisers sold in the country duri ng 1964-65. A statement md i- 

*The data is for the year 1963-64. 


©‘‘Cooperatives and Fertilisers" published by National Cooperative Development 
Corporation (1966). 
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eating the number of cooperative retail depots and quantum of distribu¬ 
tion of chemical fertilisers during the years 1961-64, State-wise, as at 
Annexure XIX. 

Existing arrangements for procurement of Nitrogenous fertilisers : 

14.6. The nitrogenous fertilisers are allotted by the Government of 
India through the Central Fertiliser Pool to the various State Governments 
quarterly on the basis of requirements communicated annually by the State 
Agriculture Departments. When the allocations are received from the 
Central Government, these are apportioned among the different districts/ 
rail heads by the State Governments or, at their instance, by the apex 
marketing societies in States where the apex societies are entrusted with 
this work. In most States, where cooperatives are entrusted with sole 
distribution, the State Governments have entrusted the apex marketing 
societies with the work of coordinating the programme of distribution of 
chemical fertilisers. The apex societies arrange distribution of stocks 
through the district/primary marketing societies and through them to the 
village cooperative societies. In the States of Madras, Andhra Pradesh 
and Maharashtra, however, the apex societies have not been brought into 
the picture. The coordination at the State level is being done by the State 
Governments themselves. 

Phosphatic fertilisers 

14.7. In respect of phosphatic fertilisers, marketing is in the hands of 
the manufacturers themselves. In certain States like Andhra Pradesh, 
Maharashtra, Gujarat, Kerala and Madras, the manufeturers themselves 
distribute them through their own depots or their agents including coopera¬ 
tives. In States like Bihar, Madhya Pradesh, Orissa and Punjab, the 
State Governments procure the phosphatic fertilisers in bulk from the manu¬ 
facturers and distribute them through cooperatives. In Kerala, however, 
the State Government procures and distributes these fertilisers through 
M/s. F.A.C.T. Ltd., a Government concern, which has in turn appointed 
cooperatives and individuals as its agents. In Assam, the distribution is 
handled by the Government agencies. @ 

Potassic fertilisers : 

In regard to potassic fertilisers, the entire requirements of the country 
are imported by the State Trading Corporation through the Indian Potash 
Supply Co., who distribute them through their own agencies. @ 

14.8. Problems relating to distribution of fertilisers as also the role 
played by cooperatives in this regard had been studied at length by a 
Fertiliser Distribution Enquiry Committee appointed by the Government of 
India in the Ministry of Food & Agriculture (Deptt. of Agriculture) in the 
year 1959. Another Committee, viz. “Committee on Fertilisers” appointed 
by the Government of India in the year 1964 has again examined the 
problems relating to distribution of fertilisers. In view of the fact that 
the role played by cooperatives in the distribution of fertilisers as also the 
problem faced by them have been the subject of special study by the two 
Committees, we have not gone into great detail on this question. How¬ 
ever there are certain important aspects having direct bearing on the past 
performance and the future role to be played by the cooperatives in the 
distribution of a very vital input required by their farmer members, which 
need to be specially mentioned. 


@Report of the Committee on Fertilisers (1965) Para 6'18. 
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Future distribution arrangements : 

14.9. The Committee on Fertilisers (1965) appointed by the Govern¬ 
ment of India has, while recognising the service rendered by the coopera¬ 
tives in spite of heavy odds against them, observed that the performance 
of cooperative agencies in fertiliser distribution has not been up to expec¬ 
tation in many areas for various reasons, such as lack of marketing ex¬ 
perience, inadequate distribution margins provided to them. Fertilisers 
distribution in many cases, the Committee observed, has been a monetary 
drag on the cooperative system because of the heavy overhead charges, 
since cooperatives were dealing only in fertilisers, unlike private traders 
who deal in various other goods. In view of the small turnover, the Com¬ 
mittee mentioned that cooperatives could not employ full time salesmen 
and that although cooperatives have tried to play a useful and expanding 
role in fertiliser distribution, such business was mostly un-remunerative to 
them considered purely from the business angle. The Committee also 
observed that, while the State Agriculture Departments were in favour of 
indenting larger quantities of fertilisers, the tendency on the part of co¬ 
operative agencies was to limit indents to lower figures in view of larger 
stocks being carried the godowns. 

14.10. The Committee estimated that the value of tire total quantity 
of fertilisers to be distributed by the end of the Fourth Plan will be of 
the order of Rs. 522 crores and that about 70 per cent of this quantity 
viz. Rs. 365 crores will have to be provided on credit. In view of various 
reasons indicated earlier, the Committee came to the conclusion that, be¬ 
cause of their limitations, the cooperatives cannot handle the entire quantity 
of fertilisers. It, therefore, recommended the removal of monopoly in 
favour of cooperatives and to allow distribution by private agencies also 
in the interest of greater efficiency in distribution. The Committee has 
recommended the setting up of Fertilisers Promotion Corporation to replace 
the Central Fertiliser Pool and also to entrust the responsibility for con¬ 
trolling indents and ensuring supplies of fertilisers to the Directorate of 
Agriculture and Agricultural Production Commissioners at the State level. 

14.11. In pursuance of these recommendations, the Government erf 
India in the Department of Agriculture suggested to the State Govern¬ 
ments to ensure that cooperatives are enabled to strengthen themselves and 
function effectively in the distribution of chemical fertilisers. It was also 
suggested that where cooperative agencies are unable or unwilling to handle, 
the State Governments should entrust the work to other agencies. The 
Government of Tndia also suggested the establishment of District Fertiliser 
Committees under the chairmanship of the District Collector acting in con¬ 
sultation with the District Agricultural Officer/Deputy Registrar of Coopera¬ 
tive Societies, Panchayati Raj representatives and Wholesale agencies. A 
similar Committee at the State level under the chairmanship of the Head 
of the Department charged with the responsibility for agricultural produc¬ 
tion was also suggested. The responsibilities of these Committees, would 
be primarily (a) proper estimation of fertiliser demand in the district and 
in the State, (b) proper control over indents to ensure availability to the 
full extent of allocations made by the Central Government, (c) selection 
of distribution agencies for the entire quantity allotted to the district or 
State, while giving preference to cooperatives for the quantities for which 
they are willing and able to handle and (d) equitable allotment of distri¬ 
bution agencies to ensure that each distributor opens adequate number of 
retail depots in the interior areas. These Committees are expected to 
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select the distribution agencies with reference to their capacity to deliver 
the goods, while at the same time keeping in view tire need to eliminate 
avoidable intermediaries. The State Governments were also requested to 
review the adequacy of the present arrangements in the cooperative sector 
regarding credit, storage and distribution of agricultural inputs and take 
suitable measures to ensure that the cooperative agencies play the role 
envisaged of them effectively.® 

14.12. We agree that, in the present context, the question of distribu¬ 
tion of agricultural inputs should be viewed with reference to agricultural 
production and that no ideological considerations need prevail in this re¬ 
gard. At the same time, we consider that certain basic factors in the pre¬ 
vailing conditions should also be taken into account in this connection. 
It is well known that there is no private sales organisation in our country 
which has its net-work spread over five lakh villages, whereas cooperatives 
now cover almost the entire rural areas. It is envisaged that over 70 
per cent of the agricultural population would be covered by cooperative 
credit institutions in the next 5 years and to that extent production credit 
will be channelised through cooperatives. With the increasing emphasis 
laid on supply of agricultural inputs in kind as part of production credit, 
the cooperatives will be in a better position to distribute fertilisers. Co¬ 
operatives are now expected to distribute all agricultural inputs like ferti¬ 
lisers, seeds, pesticides, implements, etc. and if fertilisers alone are taken 
away, the Integrated stmeture of production credit would be distributed. 

14.13. If the distribution is given to private traders at places where 
cooperatives run retail depots, it would make the latter uneconomical. The 
trader may resort to manipulation of prices with reference to saleable and 
unsaleable varieties and other dubious means, which a cooperative cannot 
do. If private traders are permitted to operate in competition with village 
cooperatives, they may select only such spots which are advantageous to 
them leaving the remote and unremunerative places to the cooperatives. 
No doubt the Government of India recommended that the State Govern¬ 
ments must ensure that allotment of agencies should be made on an equi¬ 
table basis so that each agency has its share of remote areas. But it is 
doubtful how far this could be effectively enforced. At present, uniform 
prices are maintained at all places including remote areas, through pooling 
of transport costs, which may not be possible in case of private trade, 
which would like to concentrate sales at rail heads only due to the appa¬ 
rent advantages to them. 

14.14. With regard to the observation of the Committee that coopera¬ 
tives have not been able to make much progress, we have been informed 
that there were various difficulties which stood in the way of cooperatives. 
For instance, in quite a few cases, cooperatives were forced to carry at any 
time of the year nearly one year’s requirements in their go downs. In some 
States the primary marketing cooperatives were required to pay cash, 
months before stocks were railed. Further, certain new varieties were 
entrusted to cooperatives which were not popular, besides being costly. 
Cooperatives were forced to establish large number of depots in villages 
and the extension work for promotion of fertiliser use was not taken up 
in many of these areas. Despite these handicaps, cooperatives opened 
more and more retail depots in the interior and carried stocks of fertilisers 

©Ministry of Food, Agriculture, Community Development & Cooperation 
(Department of Agriculture) Circular No. 19-64/65M, dated 7-5-66 to State Governments. 
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including slow moving items. Although the fertiliser sale work was a mone¬ 
tary drag on a large number of the cooperatives, as admitted by the Com¬ 
mittee on Fertilisers, these societies continued to cooperate to their best 
ability with the State Governments in the promotion of fertiliser sales in 
the past. It is true that as a result of several handicaps, cooperatives in 
certain areas could not aohieve much progress. However, with the revi¬ 
sion in the financing methods and enhanced margins recently allowed as 
suggested by the Fertiliser Committee, the cooperatives should be able to 
make a rapid progress. We wish to emphasise that wherever a coopera¬ 
tive has been doing well, no attempt should be made to establish a dupli¬ 
cate agency at the same place. Before entrusting the distribution to a 
private agency, the State Government concerned should examine the per¬ 
formance of the cooperatives in that area, including their potential with 
reference to the additional facilities of credit, higher margins, etc. now 
allowed and only in cases where it is felt that cooperatives cannot cope up 
with the work, should alternative arrangements be allowed. We also re¬ 
commend that an evaluation of the present arrangements for distribution 
of fertilisers through cooperatives be made in each district with a view to 
determining the reasons for slow progress and taking remedial steps to 
remove deficiencies, if any. 

Recent change in the policy of distribution : 

14.15. Hitherto nitrogenous fertilisers were suplied by the Central 
Fertiliser Pool at uniform prices by pooling the indigenous and imported 
fertilisers. With a view to giving boost to fertiliser production during the 
Fourth Five Year Plan, the Government of India recently decided that all 
fertiliser projects licensed on or before 31-3-1967 will be free to fix prices 
of their products and to organise their own distribution for a period of 
seven years from the commencement of commercial production subject to 
the condition that they shall sell to the Government at the latter’s option 
up to 30 per cent of their products at a negotiated price. In pursuance 
of this policy decision, the Union Departments of Agriculture and Petroleum 
and Chemicals have agreed to the following phased programme of free 
market sales by the public. sector fertiliser factories : 

(1) 30 per cent of the production to be released for free sale from 
1-10-1967; 

(2) 50 per cent of production to be released for free sale from 
1-10-1968; 

(3) Full production to be released for free sale from 1-10-1969 
subject to the Government of India (Department of Agricul¬ 
ture) having the option to purchase from the factories 30 per 
cent of their production at a negotiated price; and 

(4) the Government of India will have the option to buy 30% of 
production of complex fertilisers also at a negotiated price 
with effect from 1966-67. 

14.16. In view of these decisions, the fertiliser factories will increas¬ 
ingly market their fertilisers under free trade conditions and the existing 
supply arrangements through the Central Fertiliser Pool will practically 
come to an end within the next three years. It will therefore, be neces¬ 
sary for the cooperatives to enter into long-term negotiated arrangements 
well in advance with the fertiliser factories for the procurement of their 
products to be offered for sale under free trade conditions. 
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We understand that the National Agricultural Cooperative Marketing 
Federation has recently constituted a Negotiating Committee for the pur¬ 
pose and that due to the effects of the Committee, the Punjab State Co¬ 
operative Supply and Marketing Federation has entered into an agreement 
with the Nangal Fertiliser Factory for handling 30% free sale quota of 
Calcium Ammonium Nitrate. Similar negotiations are also reported to 
be in progress with the Sindri Fertiliser Factory also. 

14.17. We understand that recently the Government of India advised 
the Fertiliser manufacturers to utilise the services of the cooperative orga¬ 
nisations in an ever-increasing measure and not to accord a favoured treat¬ 
ment to the private trader in the matter of credit, supplies and commis¬ 
sion as compared to a competent existing or developing cooperative orga¬ 
nisation. It was also expected that the manufacturers and the private trade 
at the whole sale level would take note of the fact that cooperatives are 
the main source of credit to the farmers and are expected to play a still 
larger role in the future and that it would, therefore, be in their interest 
in the long run if the fertiliser manufacturers make full use of the coopera¬ 
tives for distribution of their products, as suggested by the Committee on 
Fertilisers. 

Financial arrangements : 

14.18. Substantial credit was being made available by the Government 
of India to the State governments for a period of 18 months under the 
‘Grow More Food Schemes’ till recently for the purchase of fertilisers and 
other agricultural inputs. In all the States, where cooperatives were hav¬ 
ing the sole distribution rights for fertilisers, the apex or district/primary 
marketing societies, as the case may be were generally appointed as whole¬ 
salers, who receive the stocks from the Fertiliser Pool at the nearest rail 
head (free of rail freight charges). From the rail heads, the marketing 
societies made arrangements for the transport of fertilisers to the village 
level credit/service societies for retail distribution to the growers. To 
cover the overhead charges for handling, storage, transport, etc., the State 
governments were being allowed by the Central Fertiliser Pool a margin 
of Rs. 30 per ton of Sulphate of Ammonia, Rs. 35 per ton on Ammonium 
Sulphate Nitrate, Rs. 32 on Calcium Ammonium Nitrate, Rs. 45 per ton 
on Urea and Rs. 52 per ton on Ammonium Phosphate®. 

14.19. As regards financial arrangements between the State government 
and the cooperatives, in Andhra Pradesh® government have permitted sup¬ 
ply of nitrogenous fertilisers to cooperatives on consignment-cnm-credit 
basis. Under this system fertilisers are supplied to the district cooperative 
marketing societies on credit for a period of 6 months during which period 
they have to pay interest at Rs. 3i% per annum. This facility has also been 
extended to primary societies and the cooperatives are required to remit 
to the State government the sale proceeds promptly within seven days of 
sale, failing which a penal rate of interest at Rs. 1%% per annum is levied. 
Tn Madhya Pradesh, Maharashtra, J. & K., Gujarat and Rajasthan, ferti¬ 
lisers are supplied to cooperatives on consignment basis. In Maharashtra, 
cooperatives have to furnish bank guarantee equal to 10% of the value 
of the stock likely to be in possession of each wholesaler at any one time. 
The sub-agents receive the fertilisers on similar terms. In Gujarat the 
apex marketing society is required to give a guarantee of Rs. one crore 

©Report of.thc Committee on Fertilisers (1965) 

LIDcptt. of CD & C/66—8 
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to the State Government. In Mysore, the taluk primary marketing socie¬ 
ties and village societies have to purchase their requirements against cash. 
In Madras, the district supply and marketing societies act as stockists of 
government and the primary marketing societies obtain their supplies against 
cash* from the district societies, while they, in turn, supply the fertilisers 
to the village societies on consignment basis. In Punjab, fertilisers are 
procured on government account for sale to cultivators either on cash or 
on credit against taecavi. In all states, the fertilisers are supplied to the 
growers by the village societies either against cash or on credit against 
their credit limits or taccavi chits. 

14.20. Recently the Government of India (Department of Agriculture) 
decided that, with effect from the 1st April, 1966, the short terms loans 
sanctioned by the Central Government to the State Governments for the 
purchase and distribution of fertilisers, seeds and pesticides will be repay¬ 
able by the State governments together with the interest thereon, within a 
period of six months instead of within 18 months as it existed earlier 
The Committee on Fertilisers (1965) has recommended that the fertiliser 
manufacturers should provide interest free credit for a two month period 
and that the wholesale should be allowed by the State government further 
credit for a four months period (6 months for cooperatives for the next 
3 years), without reference to the time taken by the wholesaler in selling 
the consignment and getting back the money. The Committee also envi¬ 
saged that the wholesaler should provide similar interest free credit to the 
retailers to enable the latter to pass on the benefit to the farmer. We 
understand that this recommendation has been accepted by the Government 
of India. 

In view of the credit proposed to be allowed to the distributors by the 
manufacturers referred to above and taking into account the resources of 
credit available to cooperatives from their own funds as well as from the 
Reserve Bank of India and the State Bank of India, the Government of 
India further decided that the short term credit for fertilisers distribution 
will be granted by the Government of India to the State Governments to 
the extent of only 50% of the value of consignments despatched by the 
Central Fertiliser Pool®. It will, therefore, be necessary for the State 
governments to find the remaining 50% of the cost of fertilisers from 
their own resources or the cooperatives will have to share the cost. 

14.21. It may be seen from para 14.19 that there is no uniform pro¬ 
cedure in the various States in regard to supply of fertilisers to the co¬ 
operatives. While in a few States, fertilisers are supplied on consignment 
basis right up to the village level, in others the primary marketing socie¬ 
ties are required to pay cash and supply to village societies on consign¬ 
ment basis. In several cases, the primary marketing societies, as the 
wholesalers are required to bear the financial burden. Whereas these 
societies have to obtain their supplies against cash, they are required to 
supply them to the village societies on consignment basis. Although, the 
village societies are required to remit the sale proceeds to the marketing 
societies normally within 15 days of sale, in actual practice, it is reported 
that because of consignment system, the village societies sometimes do not 

*We learn that the Government of Madras have since modified the procedure recently 
and that ertilisers are now supplied on credit. 

@M/FACD&C (Deptt. of Agri.) letter Is’o. 3-5-66-GMF (S) dt. 31-5-66 to State 
Governments, 



223 


abide by the conditions. Further, the marketing societies do not have 
adequate supervisory staff nor the power to ensure prompt sale and collec¬ 
tion of sale proceeds from the village societies. As the Central Bank’s 
finances are not directly involved at the village level, the central bank’s 
supervisory staff, we understand, do not evince any interest in this regard. 
As a result, large funds of marketing societies get locked up with the village 
societies for considerable time. In Mysore State while the apex market¬ 
ing societies receive fertilisers from the State Government on consign¬ 
ment basis, the primary marketing societies obtain their requirements from 
the apex society against cash. The village credit societies also in turn 
obtain their requirements from the primary marketing societies against cash. 
For this purpose both the primary marketing and credit societies are pro¬ 
vided cash credit limits by the cooperative central banks. In many other 
States, the village societies invariably receive the fertilisers stocks on con¬ 
signment account. 

Consignment facilities to Marketing Societies : 

14.22. As indicated earlier, the fertiliser manufacturers are expected 
to provide interest free credit for a two month period and the wholesaler 
is to be allowed by the State government further credit for a 4 month 
period (6 months for cooperatives for the next 3 years). Recently, the 
Reserve Bank of India has agreed to sanction credit to marketing societies, 
through the State Cooperative Banks, at bank rate for a period of six 
months on the guarantee of State Governments to enable them to under¬ 
take the purchase and distribution of chemical fertilisers (vide details in 
para 8.31, Chapter VIII). Under the above arrangement, the apex, dist¬ 
rict/primary marketing societies will be able to obtain a further credit for 
six months up to 90 per cent of the aggregate value of fertiliser stocks 
held at their branches/depots, or held by their agents and those in transit 
as well as the sales proceeds under remittance. 

14.23. Fertilisers have not yet become quite popular in all areas, parti¬ 
cularly in underdeveloped areas and also in respect of certain new and costly 
varieties. But with a view to popularising such varieties in the interests 
of increasing agricultural production, the marketing cooperatives are requir¬ 
ed, on the advice of Agricultural officers, to stock them in sufficient quan¬ 
tities. The marketing cooperatives, in their present stage of development, 
may not be able to bear the risk arising due to non-sale, etc. in such cases. 
We, therefore, recommend that the system of supplies by government on 
consignment to marketing societies up to the primary level may be conti¬ 
nued particularly in underdeveloped States during the Fourth Plan period, 
by which time, we expect the use of various types of fertilisers to become 
popular in all areas. But in view of the recent revision in the terms of 
the loans granted by the Central Government to the State governments and 
the fact that bulk of the fertilisers available in the next two or three years 
will be substantially in the free trade sector, we consider that some of the 
State governments may not be able to continue the system of supplying 
fertilisers to marketing societies on consignment basis. Further, the State 
governments will not be able to avail of the credit facilities provided by 
the Reserve Bank (referred to in para 14.22) under the ‘consignment’ 
system. In these circumstances, we recommend that where State Govern¬ 
ments are not in a position to supply fertilisers on ‘consignment’ basis, they 
should make suitable arrangements to enable marketing societies to obtain 
stocks of fertilisers on credit for 6 to 8 months as recommended by the 
Committee on Fertilisers (1965). 
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Where a marketing society is required to obtain credit from the 
cooperative banks under the Reserve Bank’s scheme referred to earlier and 
it is not in a position to find the necessary funds for providing the 10 
per cent margin, we recommend that the State government concerned may 
assist such societies by providing the margin money themselves. 

Supplies to Village Cooperatives : 

14.24. As regards supply of fertilisers to village cooperatives, we con¬ 
sider that it wouid be too much to expect the office bearers at the village 
society level to realise the responsibilities of ‘consignment transactions’ 
and take adequate precautions to safeguard die stocks, particularly as they 
will have no monetary stake in the goods. It will, therefore, be advant¬ 
ageous if the village societies are required to obtain their requirements 
against cash as in Mysore. Most of die village societies, however, are 
weak and may not be able to find immediately die necessary resources to 
make such advances against purchases. Again if the village societies are 
required to make cash payment, it may act as a disincentive to stock suffi¬ 
cient quanties of fertilisers in advance of the season. The cooperative 
banks can no doubt provide credit to the village societies for the purpose 
as is being done in Mysore. But we are not sure as to how many banks, 
most of which are themselves weak, would be able to meet such demands. 
Although many of the select cooperative central banks, which replied to 
the questionnaire of the Committee, generally endorsed sales against cash 
to village cooperatives, some of them were however, apprehensive that 
village societies may not be prompt in purchasing and storing their full 
requirements, resulting in shortages, which would affect agricultural produc¬ 
tion. Some of the banks added that losses, if any, sustained in this re¬ 
gard would affect the small village society adversely, since most of them 
may not be in a position to absorb such losses. Another bank was of 
the opinion that this would amount to financing both the wholesalers and 
retailers for the same purpose, particularly in areas where the primary 
marketing societies were also being financed for the purpose. Instead, it 
was suggested that stocks of fertilisers should be supplied to village socie¬ 
ties against specific indents so as to avoid overstocking and the banks’ 
supervisory staff may be made responsible for the prompt sale and remit¬ 
tance of sale proceeds to marketing societies. 

14.25. In Chapter VIII we have emphasised that the distribution of 
agricultural requisites forms part of the task of providing reduction finance 
and that therefore, the village societies should accept full responsibility 
for this function. The marketing societies can. however, arrange to pro¬ 
cure and stock the inputs in advance and supply to the village societies 
during the season. According to the ‘Action Programme for Cooperative 
Credit’ communicated by the Government of India to State governments, 
the village cooperatives are required to show separately, in their short-term 
credit loan application, the ‘kind’ portion of the credit, viz. requirements 
of fertilisers, seeds, etc. of their members. The ‘kind portion of the credit 
is required to be utilised for obtaining supplies of the inputs from the 
marketing society concerned against delivery orders to be issued by the 
credit society. Tn the case of requirements of non-members, the village 
societies should be able to estimate them in consultation with the Agricul¬ 
ture/Extension staff. As the sales would be for cash orarainst credit, 
there would be normally no occasion for loss to village societies. 
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14.26. We consider that, while village societies may continue to receive 
fertilisers without making advance payment, such supplies should, how¬ 
ever, be on outright sale basis- and not on ‘consignment’ basis as at pre¬ 
sent. This procedure will not throw any financial burden on the village 
society. At the same time, it would ensure that the society takes ade¬ 
quate care for the storage and prompt sale of the fertilisers. We, there¬ 
fore, recommend that the marketing societies, which receive stocks on con¬ 
signment basis or on credit from government, should supply them to village 
societies on credit, which should be interest-free. We also recomihend 
that since the marketing societies do not have adequate staff or machinery 
to enforce prompt repayment, the cooperative central banks should under¬ 
take the responsibility, through its supervisory staff, for the prompt repay¬ 
ment of such credit to the marketing societies from out of the production 
credit to the marketing societies from out of the production credit granted 
to the village society concerned or from the sale proceeds in respect of 
cash sales. We envisage that in normal conditions, such credit should 
not exceed 3 to 4 months, as village cooperatives are not expected to stock 
the inputs beyond 3 months in advance of the season. 

14.27. In this connection, we would also like to emphasise the need 
for the officers of the Agricultural/Extension departments and the super¬ 
visory staff of the State cooperative departments and central banks to assist 
the village cooperatives in assessing their requirements on a realistic basis 
with reference to anticipated demands so as to avoid over-stocking or 
shortages. At the same time every care should be taken to ensure that 
the marketing societies do not attempt to dump their stocks on the village 
cooperatives without reference to their demands, with a view to reduce 
their own stock. Suitable provision should also be made to return to the 
marketing cooperative unsold stocks up to a certain percentage of the total 
supplies, particularly in areas where fertilisers are not popular and also in 
respect of new varieties, so that village societies may not be put to hard¬ 
ship in carrying over the stocks for the next season with the attendant risks 
and losses. 

Need jor increased margins : 

14.28. Another significant problem concerning the cooperative distri¬ 
bution of fertilisers relate to the economics of fertiliser distribution. It 
has been reported by many of the societies that the rates of margin that 
were allowed to them hitherto were totally inadequate to cover the costs 
of storage, transport, interest charges, etc. At present, the off-take of fer¬ 
tilisers for various retail cooperative depots varies radically from State to 
State and even from depot to depot within the same state or area. It is 
reported to be as low as less than 5 tonnes per year, while in a few cases 
it goes up to 100 tonnes. The average off-take for the whole country 
is approximately 26 tonnes per depot. Considering the obvious need for 
coverage of those areas where the demand of fertiliser was inadequate and 
areas that are inaccessible, the location of cooperative retain depots can¬ 
not be based strictly on purely economic considerations. At the same time, 
the economic considerations cannot altogether be discarded if the coopera¬ 
tives. as business institutions, are not to incur financial losses. The Com¬ 
mittee on Fertilisers (19651, realising the inadeauaev of the present mar¬ 
gins, recommended the following enhanced margins®. 

©Union Dept of Agri. letter No. 19-44/65 M. dated 10-3-1966 to State 
Governments. 
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Rs. per tonne 


Margin As recom- As revised 

prior to mended by by Govt, of 
31-1-66 the Com- India from 

mittee 1-2-66 


1 . 

Sulphate of Ammonia 

30-00 

48-00 

50-00 

2. 

Urea. 

45-00 

65-00 

70-00 

3. 

Ammonium Sulphate Nitrate 

35-00 

53-50 

60-00 

4. 

Calcium Ammonium Nitrate 

32-00 

46-50 

50-00 

5. 

Ammonium Phosphate (20:20) . 

52-00 

66-00 

70-00 


'Hie Government of India have since revised the margins as indicated 
above from 1st February 1966. 

Sharing of margins by Cooperatives at various levels : 

14.29. It has been represented to us that there is a tendency among 
the marketing cooperatives at higher levels to retain a major share of the 
margins allowed for distribution of fertilisers, leaving very little to the 
societies at primary level as well as village cooperatives which do the retail 
distribution. In this connection, the Fertiliser Distribution Enquiry Com¬ 
mittee (1960) appointed by the Government of India had emphasised the 
need to keep the costs of distribution as low as possible and to allow 
adequate and remunerative commission to the agencies at retail level, which 
had to store and sell the fertilisers. The Committee also recommended 
that the number of intermediate agencies to whom commission should be 
payable should not exceed two, viz. the wholesale society at taluk level 
and the retail agency at the village level and that at the apex marketing 
society level, there should be no Commission, but only a small adminis¬ 
trative charge to cover expenses. These have been endorsed by the Com¬ 
mittee on Fertilisers (1965). We reiterate these recommendations and 
suggest that the State governments should fix the margins of cooperatives 
at various levels with reference to the actual services rendered at each 
level. 

14.30. In this connection, the Government of India have suggested the 
following break-up of the revised margin for different fertilisers over differ¬ 
ent items as a model for adoption by the State Governments, with suitable 
adjustments to suit local conditions. It was also emphasised to State 
Governments that employment of multiple channels of distribution should, 
wherever, possible avoided and that the net commission suggested for 
payment to the wholesaler the retailers should be passed on to them in 
their entirety so as to enable them to undertake effective distribution. It 
was also indicated that where the general supervision of the indents and 
supplies at State level is directly undertaken by the State through an apex 
cooperative society, the administrative charges to be retained on this account 
should not exceed Re. 1 per tonne and that expenses of administrative 
nature incurred bv State governments which are not attributable to ferti¬ 
liser distribution should not be met from the distribution margin*. 

♦Union Dept, of Agr. letter No. 19-44/65 M. dated 10-3-66 to State Govts. 
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Statement showing the model break-up of the revised distribution mar- 


(Rs. per tonne) 


Sulphate 

of 

Ammonia 

Ammonium Calcium Ammonium 
Urea Sulphate Ammonium Phosphate 
Nitrate Nitrate 

1. Commission to dealers : 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(i) Wholesaler . 

3-50 

6-00 

4-50 

3-10 

5- 80 

,(ii) Retailer 

2. Incentive Commission (to be 

8-70 

15-00 

11-20 

7-80 

14-40 

funded) 

2'00 

2-00 

2-00 

2-00 

2-00 

3. Administration charges 

4. Transport charges : 

(i) Railway to wholesale 

1-00 

1-00 

1-00 

1-00 

1 00 

godown 

(ii) Wholesale godown to 

2-00 

2-00 

2-00 

2-00 

2-00 

retail godown 

5. Loading and unloading : 

800 

8-00 

8-00 

8-00 

• CO 

(i) Wholesaler . 

2-50 

2-50 

2-50 

2-50 

2-50 

(ii) Retailer 

6. Godown rent for wholesaler 
and retailer @ Re. 0-80 p. 
per tonne per month for six 

2-50 

2-50 

2-50 

2-50 

2-50 

months .... 
7. Shortage for wholesaler and 

4-80 

4-80 

4-80 

4-80 

4-80 

retailer .... 
8. Interest charges* (4 months 

150 

3-00 

2-20 

1-40 

2-80 

on an average) . 

9. Supervision, publicity etc. 
(Apex Society or whole- 

9-30 

16-00 

12-00 

8-30 

15-50 

saler) .... 

3 00 

5-70 

4-50 

3-00 

5-80 

10. Miscellaneous expenses 

1-20 

1-50 

2-80 

3-60 

2-90 

Total 

50-00 

70-00 

60-00 

50-00 

70-00 


Role of Cooperatives in promotional activities 


14.31. Under the present scarcity conditions, the sale of chemical ferti¬ 
lisers does not present much difficulty. But in view of the large program¬ 
me of consumption of straight and mixed fertilisers envisaged for the 
Fourth Plan, it would be necessary for the cooperatives, inter alia, to build 
up, within their set-up, an organisation for aggressive salesmanship with 
a two-fold purpose of doing more business and retaining their present posi¬ 
tion as State preferred instruments for distribution of fertilisers. Such 
an organisation, could also look after promotion and distribution of other 
production requisites such as improved seeds, insecticides, agricultural 
implements, etc. The Fertiliser Distribution Enquiry Committee (1960), 
has. among others, recommended that in order to promote consumption 
of fertilisers, especially of the new types, it is necessary that persons under¬ 
taking sale should have a working knowledge of the merits and properties 
of the fertilisers, as also the results of fertiliser trials and demonstrations, 
so as to be able to advise the farmers about the use of fertilisers. No 
serious efforts were, however, made in this regard and a majority of the 
cooperative personnel dealing with the distribution of fertilisers do not 
have even the basic knowledge of the fertilisers they handle. Although, 

*The CommitteCon Fertilisers^calculated interes 1 charges @ 8%. 
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the extension agency erf Agriculture departments is available for the tech¬ 
nical know-how, it is essential that the erative personnel dealing in 
fertilisers, who directly come into contact with the peasants, should be 
the basic and uptodate knowledge of the use of fertilisers to enable them 
to guide the farmer to select the right type and quantity of fertilisers for 
his held. The marketing societies at various levels will have to piay a 
crucial role in the programme lor sales promotion of fertilisers, etc. For 
this purpose, apex marketing societies should employ qualified staff for 
maintaining close liaison with the Agriculture department/Extension stall 
at various levels to plan and promote sales and also for training the sales 
personnel of tile cooperadves at the various levels including the village 
societies. The main responsibility for propagation of the use of lertil;- 
sers, improved seeds, etc. should, however, continue to vest with the State 
Agriculture/Extension Departments and the cooperatives should only sup¬ 
plement their efforts in diis regard. 

Pilot schemes formulated by the National Cooperative Development Cor¬ 
poration : 

14.32. We understand that, in pursuance of a decision of the Agricul¬ 
tural Production Board, the National Cooperative Development Corpora¬ 
tion has recently sponsored a pilot scheme in this regard for implementa¬ 
tion in a few select districts in certain States. The main features of the 
scheme am as follows : 

The scheme will be tried in two or three select districts in a few states 
and within each district, two cooperative marketing societies, which are 
otherwise well organised, financially sound and experienced would be taken 
up. In a few cases, a large sized cooperative society could also be select¬ 
ed. Each of these societies would employ an agricultural graduate, who 
will coordinate and supervise the activities pertaining to distribution of 
agricultural production requisites undertaken by the marketing society 
itself and the village societies located in the area. It is envisaged that 
as far as possible such agricultural graduates should be borne on the strength 
of apex marketing societies and made available to the lower level co¬ 
operatives. The technical officer will also maintain liaison with the agri¬ 
cultural departmental staff, extension agencies at the block level as also 
the cooperative financing agency. He would help in training of the sales 
personnel of the cooperatives at the village levels, and also arrange dis¬ 
semination of the results of demonstration plots undertaken by the exten¬ 
sion agency. As the marketing societies, with their present limited turn¬ 
over, will not be able to meet the cost of the staff, assistance is provided 
by the National Cooperative Development Corporation for the purpose 
by way of mangerial subsidies spread over a period of throe years on 
a tapering basis. 

Promotional Cells for Agricultural inputs : 

14.33. Besides the above scheme, we understand, the National Co¬ 
operative Development Corporation has also suggested to the State govern¬ 
ments another scheme for setting up promotional cells for fertiliser and 
other inputs at the National and State level marketing federations for pre¬ 
paration and distribution of sales publicity material, arranging training of 
sales personnel, to maintain liaison with the Agricultural and Extension 
departments, commercial dissemination of the results of demonstrations etc. 
The scheme contemplates that the expenditure on these cells should be 
met through setting apart an amount of about Rs. one per tonne of ferti¬ 
lisers out of the total margin of profit available to cooperatives. 
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14.34. The main responsibility for propagating use of fertilisers, im¬ 
proved seeds, etc. should continue to rest with the State Agriculture 
departments and they should periodically issue suitable guidelines to the co¬ 
operatives to enable them to guide the farmer. In this connection it may 
be relevant to point out that to the extent the cooperatives take up aggres¬ 
sive salesmanship and propaganda, the work of the Agriculture depart¬ 
ment and tiie Extension agencies would be reduced. As the propagation 
of increased use of fertilisers, improved seeds, etc. is mainly the responsi¬ 
bility of the government and the cooperatives would be sharing that respon¬ 
sibility with the government, we consider that it would but be proper for 
the government to subsidise the cost of technical staff that may be employ¬ 
ed by the cooperatives for the purpose. 

Establishment of a Fertiliser Promotion Corporation : 

14.35. In this connection, the Committee on Fertilisers (1965) re¬ 
commended the setting up of a Fertiliser Promotion Corporation, which, 
among others, is required, to undertake measures for fertiliser promotion 
programmes, etc. We desire to emphasise the need to avoid overlapping 
of functions at any stage and hope that the proposed Corporation would 
duly utilise the services of cooperatives in implementing its promotional 
programmes. 

(b) Improved Seeds : 

14.36. The objective laid down in the Third Five Year Plan is to ensure 
that “every village produces its own requirements of improved seeds, under¬ 
taking as much a share of this task on cooperative basis”. The National 
Development Council, in its resolution on cooperative policy, indicated, 
among others, that the multiplication and distribution of improved varieti¬ 
es of seeds at the village level should be undertaken through cooperatives. 
The Cooperatives, as growers’ organisations, have thus an important role 
to play in the distribution of improved seeds, particularly when they are re¬ 
quired to provide production credit increasing by in ‘kind’. 

Working arrangements visualised for cooperatives : 

14.37. In pursuance of the above policy, the then Ministry of Com¬ 
munity Development and Cooperation, in consultation with the Ministry 
of Food and Agriculture, recommended, to the State governments, the follow¬ 
ing working arrangements for utilising the services of cooperatives for multi¬ 
plication and distribution of seeds 

(a) The task of selection of varieties for multiplication, their popu¬ 
larisation amongst farmers, production of nucleus seed, produc¬ 
tion of foundation seeds at block farms and their certification 
should continue to be handled entirely by the department of 
Agriculture. 

(b) The entire stock of foundation seed available in a block farm 
should be obtained bv the marketing society serving the block 
area, so that from this point onward, the department of Agri¬ 
culture is free from any responsibility connected with the main¬ 
tenance of accounts, etc. 

(c) The marketing society should supply foundation seeds for pur¬ 
poses of multiplication to suitable village societies and where 
such societies are not available, to selected registered grow¬ 
ers. Tire village societies and registered growers may lift t he 

Ministry of Community Development & Cooperation Circular No. 16-3/60 CM of 

4-61. 
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stock of foundation seeds directly from the seed store at the 
block farm. As far as possible, there should be no movement 
of these seeds from the seed store in the block farm to the 
store of the marketing society. Block Panchayat Samitis/Block 
Development Committees should be fully associated with the 
seed multiplication programme which will in fact be carried out 
under their direction. 

(d) The village societies should select farmers to be entrusted with 
seed multiplication work in consultation with the village pan¬ 
chayat. The selected farmers and registered growers should 
be supplied with seeds under mutual agreement. The seed 
produced by such progressive farmers and registered growers 
should be purchased by the local village societies and distribut¬ 
ed to other farmers. 

(e) The existing staff of the agriculture department will continue 
to be responsible for maintaining the purity of seeds till the 
foundation stage and will render supervision and periodical 
checks even the multiplication of foundation seeds by members 
of cooperatives and by registered growers. The staff will also 
assist in the training of-village level workers, panchayat secre¬ 
tary and members, other progressive members of cooperatives 
undertaking seed multiplication, distribution, etc. and in addi¬ 
tion carry out tests on such seeds as are referred to them by 
the cooperative concerned. 

(f) The task of multiplication and distribution at the village level 
should be handled by village cooperatives in consultation with 
Panchayats. It would not be desirable to have separate socie¬ 
ties at registered growers only. 

Existing arrangements and the role played by the Cooperatives 

14.38. Tie existing arrangements for multiplication and distribution of 
improved seeds in various states are as under : * 

(i) Andhra Pradesh. —The foundation seeds are produced in the gov¬ 
ernment seed farms and distributed to reliable and progressive agriculturists 
in villages who are entrusted with the .growing of nucleus seeds and for 
selling them to the cultivators in the vicinity. The Agriculture Depart¬ 
ment is responsible to ensure purity of the seeds during multiplication. The 
Registered growers get Rs. 2 per maund as subsidy for multiplication. 

Cooperatives are not associated with the above functions. However, 
in the T.A.D.P. District of West Godavari, the village credit societies obtain 
the seeds from the registered growers and distribute them to the farmers. 
The Agricultural Extension Officer is responsible for the purity of the 
seeds before they are procured by the cooperatives. Besides, there is one 
society called Telengana Cooperative Hybrid Seeds Production and Sales 
Society, Limited at Warangal for production and distribution of. hybrid 
maize seeds. The membership of the society consists of hybrid maize seed 
growers spread over the entire district of Warangal. 

(ii) Assam. —Tie multiplication and distribution of improved seeds 
is done by the Agriculture Department and cooperatives have not so far 
been associated. The seeds are distributed through the Panchayats and 

~ ^Source : Agenda Notes for the Conference of Apex Marketing Societies and Joint 
Registrars held in Aug. 65 : National Cooperative Development Coiporation. 
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the Registered growers. It is proposed to associate selected cooperatives 
in the LA.D.P. District of Cachar for distribution of seeds to begin with. 

(iii) Bihar .—It is understood that some of the marketing societies have 
been entrusted with the work of distribution of improved seeds in the block 
areas. The intention of the state government is to exclusively employ co¬ 
operatives in this activity ultimately. 

(iv) Gujarat .—The distribution of improved seeds is largely done by 
the agriculture department. Some of the cooperative societies are also 
undertaking distribution of seeds for food-grains crops. The cooperative 
cotton sale societies and service societies have taken up distribution of 
cotton seeds in a big way and it is estimated that these cooperatives account 
for about 80% of the total cotton seed distributed. The multiplication of 
seeds is undertaken by the agriculture department and no cooperative 
society is invoiveu in mis woik. 

(v) Kerala .—The multiplication and distribution of improved seeds 
are done by the Agriculture Department. The State government have 
approved a scheme for entrusting the distribution to one service coopera¬ 
tive in each block area. 

(vi) Madhya Pradesh .—Prior to 1962, the Agriculture department was 
responsible both for multiplication and distribution of seeds. In December, 
1962, the distribution of paddy wheat seeds was entrusted to cooperatives 
with the following arrangements : 

(i) Agriculture department supply the foundation seeds to ‘A’ class 
growers for multiplication and the cost of the seed is treated 
as government Taccavi loan. 

(ii) The seed multiplied by ‘A’ class growers is procured by Agri¬ 
culture department at market rates plus a premium of rupee 
1 per 40 kgs. and supplied to ‘B’ class growers for further 
multiplication, the cost of seeds being treated as a Govt. 
Taccavi loan. 

(iii) The seed multiplied thus by ‘B’ class growers is purchased 
by Agriculture department and handed over to marketing so¬ 
cieties for distribution through village societies. The distribu¬ 
tion of seeds is done by marketing societies as agents of govern¬ 
ment on consignment account, the village societies acting as 
sub-agents of marketing societies. The sale to farmers is 
made at rates fixed by the Tahsildars either as part of crop 
loans or for cash. The sale proceeds of seeds are credited into 
a separate account “Agricultural Department consignment 
account for improved seed“ with the local cooperative central 
bank and the bank in turn should remit the money into the 
Government Treasury at regular intervals. Thus the market¬ 
ing societies or village societies are not required to invest any 
monev for the purpose. The seeds are sold at market rates 
and the marketing society is paid a commission for the over 
head charges. The loss if any, on account of difference in 
procurement price and selling rates as well as for stock remain¬ 
ing unsold is borne by the government. 

This scheme has been introduced for a period of two years from the 
kharif season 1963 on an experimental basis. 
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Distribution of cotton seeds has also since been entrusted to cooperativ¬ 
es on consignment basis on similar terms while distribution of groundnut 
and sunhemp and green manure seeds is being done by the agriculture 
department. 

(vii) Madras .—Agriculture department is generally responsible for 
multiplication and distribution of seeds. However, 8, marketing societies 
have undertaken multiplication of cotton (2) and groundnut (6) seeds 
and these societies during the year 1963-64, multiplied 5,500 qtls. of seeds 
valued at Rs. 7.62 lakhs. Seeds procured by agriculture, department are 
distributed by that department itself. 

(viii) Maharashtra .—Agriculture department supply foundation seeds 
to Registered Growers in the villages for multiplication under the super¬ 
vision of the Gram Sevak. Tire Cooperative societies purchase the seed 
from registered growers at market rates plus Re. 1 per maund as premium. 
The societies sell the seed to the farmers at market rates. They are eligi¬ 
ble for a subsidy of Rs. 1.75 per nraund—Re. 1 towards premium to the 
registered growers and Rs. 0.75 Paise towards storage, etc. charges for food- 
grains crop seeds only. No such subsidy is allowed for cotton seeds. 
This scheme has been in force since April, 1963. 

(ix) Mysore .—Nucleus seeds of Agricultural Research Station multi¬ 
plied on seed farms and such foundation seeds are distributed to regis¬ 
tered growers for further multiplication. Only a few taluk cooperative 
marketing societies are handling the distribution of improved seeds. No 
cooperative society has undertaken multiplication of seeds. The coopera¬ 
tives get a bonus of Rs. 1.25 per quintal for the distribution. 

(x) Orissa .—The agriculture department undertakes multiplication and 
distribution of improved seeds. The seeds required by a block area are 
supplied by agriculture department to the gram panchayat or grain gola co¬ 
operative societies. The grain golas distribute the seeds among selected 
farmers in the villages. The agriculture department is responsible for 
maintaining purity of seeds. 

(xi) Punjab .—Multiplication and distribution of seeds is the respon¬ 
sibility of the agriculture department. Recently, the cooperatives were 
also involved for distribution along with private distributors. The agricul¬ 
ture department supply the Seeds F.O.R. godowns of cooperative societies on 
consignment basis for sale to farmers. The cooperatives are allowed a 
commission of Rs. 1.20 per quintal. The agriculture department lift the 
unsold stocks with the cooperatives. Storage charges are allowed to co¬ 
operatives for a period of 2 months from date of supply of stocks. But 
storage charges at wharehouse rates are however allowed to the coopera¬ 
tives beyond 2 months. The sale proceeds are remitted by’ cooperatives 
to the government after deducting the commission and storage charges. 

(xii) Rajasthan .—The multiplication and procurement of seeds is 
undertaken by the agriculture department while distributing is done through 
Panchayat Samitis and marketing and service cooperatives. 

(xiii) Uttar Pradesh .—Foundation seeds are multiplied under the 
technical supervision of agriculture department through the agencies of 
Khand Beej Sahayaks at Block level and Gram Beei Sahayaks at village 
level under the scheme of “Seed saturation of villages”. As a net work of 
cooperative seed stores run by the Block Unions had already been func¬ 
tioning in the State for supply of seed, agricultural implements, fertilisers, etc. 
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to the farmers, they are expected to replace their inferior stocks of seeds by 
purchasing fresh seed from registered growers against cash payment after 
certification by agriculture departmental staff. The government sanction a 
subsidy of Rs. 3 per maund to the seed stores for covering the loss in tho 
process of replacement of seeds. The village societies collect the seed 
requirements of their members and after scrutiny send a consolidated in¬ 
dent to the Union seed store for supply of seeds. 

During 1963-64, 1591 cooperative seed stores (each covering 15 to 
20 village societies) distributed 8.28 lakh quintals of seed valued at 
Rs. 365.00 lakhs through about 30,000 village societies. Cooperatives 
accounted for 94.2% of the total seed distributed during the year. In 
addition, cooperatives also undertook multiplication of 11374 quintals of 
seeds valued at Rs. 7.40 lakhs. 

(xiv) West Bengal .—Cooperatives have not so far been systematically 
involved in the distribution of improved seeds except potato seeds imported 
from Burma. The entire work is done by the Agriculture department. 
During 1963-64, cooperatives distributed potato seeds worth Rs. 4.81 
lakhs. 

(xv) Jammu and Kashmir .—Improved seeds are distributed through a 
few village cooperatives in the State. 

14.39. It may be seen that while the work of multiplication of improv¬ 
ed seeds is undertaken by the state agriculture departments, the distribution 
is made through (i) stores and depots of agriculture departments (ii) Pan- 
chayats, (iii) Block Office/village level workers, (iv) cooperative societies, 
and (v) registered growers. In some of the States, attempts are being 
made to increasingly associate the cooperatives in the distribution work. 
During the year 1964-65, the cooperatives distributed seeds worth 
Rs. 12.45 crores. The State-wise progress of retail distribution of improved 
seeds by the cooperatives during the year 1961-65 is given below:® 


(Rs. in lakhs) 


State 



1961-62 

1962-63 

1963-64 

1964-65 

1 . 

Andhra Pradesh 



1 -04 


37-51 

7-61 

2. 

Assam 





1-15 

1 - 33 

3. 

Bihar 



9-81 

15-70 

19-87 

11-95 

4. 

Gujarat 



84-85 

110-82 

125-36 

231-86 

5. 

Kerala . 



0-91 

0-51 

0-87 

2-03 

6. 

Madhya Pradesh 



51-85 

99-44 

102-99 

85-83 

7. 

Madras 



7-00 

5-97 

8-33 

6-34 

8. 

Maharashtra . 



55-00 

83-33 

259-00 

282-00 

9. 

Mysore 



37-00 

37-00 

48-48 

37-67 

10. 

Orissa 




3-50 

2-25 

6-28 

11. 

Punjab 



18-00 

19-99 

41-02 

38-37 

12. 

Rajasthan 



26-95 

17-00 

19-32 

7-00 

13. 

Uttar Pradesh . 



388-00 

300-00 

365-00 

517-00 

14. 

West Bengal . 



1-53 

8-92 

4-81 

7-66 

15. 

Union Territories 



2-32 

1-06 

3-14 

3-14 


Total 


. 

684-26 

703-24 

1039-10 

1245-02 


(^Cooperatives and Improved Seeds (1966)-N.C.D.C. 
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The value of seeds distributed by cooperatives has registered an increase 
from Rs. 684.26 lakhs in 1961-62 to Rs. 1245.02 lakhs in 1964-65. This 
progress has, however, not been uniform in all states. In 1964-65 the 
cooperatives in Uttar Pradesh along accounted for distribution of seeds 
worth Rs. 517 lakhs representing about 42% of the total value of seeds 
distributed by cooperatives in the entire country. Maharashtra accounted 
for nearly 23% and Gujarat 19% respectively. The above three States 
accounted for nearly 84% of the total seeds distributed by cooperatives. 

Programme for seed multiplication in IV Plan 

14.40. The ‘Working Group on formulation of proposals for the Fourth 
and Fifth Five Year Plans on Improved Seeds’ estimated that, for the entire 
country, the number of cultivators, whose help will have to be obtained as 
producers of registered seed in the Fourth Plan, will be 1,96,063. The seed 
quantities needed to be procured for the selected crops have been estimated 
as under :— 


Crop 




Seeds in lakh tons 

Acres in 
Millions 

Paddy 




2-25 to be distributed for 

16-6 

Wheat 




. 195 

51 

Jowar 




. 0-29 

4-3 

Bajra 




. 0-64 

140 

Ragi 




. 0-03 

0-7 

Barley 

. 



. 0-18 

0-8 

Gram 

. 


. 

. 0-68 

2-3 

Tur 




. 003 

0-6 





6-05 

44-4 


14.41. The estimated cost of 6.05 lakh tons of improved seeds for 
foodgrain crops for serving an area of 44.4* million acres would be around 
Rs. 41 crores. Cooperatives and other organisation recognised by the 
State governments are expected to make arrangements for adequate finance 
for procuring the requisite quality of seed. The Working Group has also 
emphasised the need for properly managing the production of registered 
seeds over an area of 20.8 lakhs acres of the selected crops in addition to 
about 0.7 lakh acres of foundations seeds. It has proposed carving of the 
registered seed areas in such a manner that the manager and other technical 
staff of eac.h state seed multiplication farm gets within his immediate super¬ 
vision about 8000 acres of registered seed producers’ lands in compact 
regions within manageable distances to enable intensive supervision. 

14.42. For this purpose, the Ministry of Food and Agriculture suggest¬ 
ed to the State governments that a whole village might be taken up as a 
unit where all cultivators can join together for the production of the regis¬ 
tered seed or certified seed of one or two varieties only according to local 
requirements and scope of the area. An experiment on this basis, it was 
stated, was successfully made with regard to hybrid maize in a village 
known as Madapally in Andhra Pradesh in 1962. The organisation of 
such seed villages would, it was stated, not only solve many of the pro¬ 
blems of supervision isolation and prevention from contamination, but also 
it would enable the establishment of a large-sixed seed processing plant for 
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the particular village or group of villages for undertaking processing, in*, 
pection and certification of seed in the best scientific manner.* 

Need for associating cooperatives 

14.43. Under the ‘crop loan’ scheme, the production loans are required 
to be given, as far as possible, kind, i.e. in the form of fertilisers, seeds, 
pesticides, etc. so as to ensure proper utilisation of the loans for agricultural 
production. It may be administratively difficult for the agriculture depart¬ 
ment to open seed depots in every village and undertake supply of seeds 
to the producers. Distribution of improved seeds, if entrusted to such 
existing institutional agencies, which largely control credit, will be advan¬ 
tageous both to the state and the farmers. Since cooperatives have covered 
most of the villages, we recommend that the village cooperatives may be 
increasingly utilised by the State governments for distribution of improved 
varieties of seeds to the farmers. 

Reluctance of co-operatives to undertake seed distribution—Reasons 

14.44. It has been stated that cooperatives are generally reluctant to 
undertake the distribution of seeds for various reasons, such as (i) the 
margin of profit offered is too small to cover the costs and losses which 
they are liable to incur, (ii) it does not provide them a running business, 
as they have to purchase the seeds at the harvest time and stock them till 
the sowing season, which involves shortage, deterioration in storage, etc., 
(iii) difficulties stores, as the improved seeds have not become popular 
with the growers, (iv) lack of adequate finance, and (v) lack of technical 
guidance and help from the Agriculture department Extension agencies. 

Recommendations of State Cooperation Ministers’ Conference held in 
Bombay in November 1965 

14.45. While reviewing the existing arrangements in regard to multi¬ 
plication and distribution of improved seeds through cooperatives the Con¬ 
ference of State Cooperation Ministers held at Bombay in November, 1965 
suggested the following measures for a larger involvement of cooperatives 
in the production and distribution of improved seeds : 

(i) The effectiveness of the arrangements under which cooperatives 
distributed the seed produced by registered growers was in¬ 
hibited, among other things, by the inadequacy of distribution 
margin available to cooperatives. In some states like Gujarat, 
the state governments have revised these margins. Other state 
governments should also review the existing margins allowed 
to cooperatives. 

(ii) In respect of certified seeds of outstanding variety viz.., hy¬ 
brid maize, jowar and bajra, which were being exclusively 
produced and distributed under the technical supervision and 
guidance of the National Seeds Corporation, it was recom¬ 
mended that their distribution should be arranged by the Cor¬ 
poration through the agency of the National Agricultural Co¬ 
operative Marketing Federation operating through its consti¬ 
tuent apex marketing societies at the State level. 

(iii) A few seed production and processing cooperatives should be 
started on a pilot basis in selected areas in various states on 


•Min. of F&A (Dept, of Agri.) Letter No. 14-25/64-GMF (60) 3-10-1964. 
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the basis of a model scheme which would be circulated in 
consultation with the National Seeds Corporation. 

(iv) In States such as Uttar Pradesh, where cooperatives have 
already gained considerable experience in the distribution of 
seeds, the apex marketing societies may consider developing 
their own arrangements for seed testing and seed certification 
and arrange for the sale of seeds under the cooperative trade 
label. 

14.46. We endorse the above recommendations of the Conference of 
the State Cooperation Ministers. We, however, consider that it will not 
be practicable for cooperatives to set up, for a long time to come, the 
necessary machinery for ensuring purity of seeds. In the absence of suit¬ 
able arrangements to ensure purity of seeds, any failure in this regard, even 
by a few scoieties, will not only affect agricultural production but also 
have adverse effects on the cooperatives in general. We, therefore, desire 
to emphasise that, in any scheme of distribution of seeds, it is necessary 
that the State Agriculture departments should continue to be primarily res¬ 
ponsible for ensuring purity of seeds at all levels. Cooperatives should 
undertake distribution of only such seeds as are certified by the Agricul¬ 
ture department as pure stock, and they should not undertake the respon¬ 
sibility for certification of seeds themselves. Even in cases, where for sake 
of convenience, cooperatives undertake seed testing and certification, the 
Officer of the State Agriculture department should be closely associated. 

14.47. As regards multiplication of seeds, we consider that the mar¬ 
keting cooperatives as well as village societies in their present stage of 
development cannot undertake the work, without prejudice to their other 
items of work, particularly, as they do not have the requisite men and 
material for the work. It is therefore, desirable and necessary that marketing 
and village cooperatives should, for the present, confine themselves to distri¬ 
bution work only. 

Arrangements for distribution through Cooperatives 

14.48. Under the existing arrangements, the responsibility for multipli¬ 
cation and distribution of improved varieties of seeds vests with the State 
Agriculture departments. As we have recommended earlier, the marketing 
and village cooperatives should, for the present, be associated only at the 
last stage, viz., distribution of the seed to the farmers. In as much as mul¬ 
tiplication, procurement and certification of seeds would be done by the 
Agriculture department or other State agencies and suitable arrangements 
are expected to be made to open seed depots at block or other appro¬ 
priate levels, there should normally be no need to bring in the marketing 
cooperatives into the picture. The village cooperatives can directly obtain 
their seed requirements from the nearest government depot or the seed 
grower approved by the Agriculture department. But we have in the 
succeeding paragraph recommended supply of seeds to cooperatives by 
government on ‘consignment’ basis. The State governments may not, for 
administrative reasons, like to deal with hundreds of village cooperatives 
directly and may prefer to deal with small number of societies at higher 
levels. Further, some of the village cooperatives themselves may prefer 
to obtain all themselves may prefer to obtain all their requirements of seed, 
fertilisers, etc. from a single source. We, therefore, consider that the 
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primary marketing societies may be associated with the distribution of seeds 
certified by the Agriculture department through the village society. 

14.49. The marketing societies may obtain their requirements direct 
from the nearest Agriculture department depot or registered growers nomi¬ 
nated by the department. For this purpose, the village and primary 
marketing cooperatives should assess their requirements in advance of the 
season with the assistance of the agriculture/extension staff and place 
indents in sufficient time. We do not consider it necessary to involve the 
apex or district level marketing cooperatives for this work, as the seeds are 
mostly multiplied locally and primary marketing cooperatives may directly 
obtain their requirements from the Agriculture department and be account¬ 
able to them so that duplication of functions and over-head costs could be 
minimised. Although the primary marketing society may be accountable 
for all drawals of seeds in its area, wherever possible, the marketing socie¬ 
ties should arrange for lifting of stocks by village societies direct from the 
seeds depots, etc. to avoid unnecessary transport and storage costs. In 
respect of seeds imported from outside the State, e.g. from the National 
Seeds Corporation or from State level Seed farms etc. the apex society may 
be associated in procuring through the agency of the National Agricultural 
Marketing Federation where necessary, and for their distribution. The 
margin allowed to marketing cooperatives may be shared with the village 
cooperatives suitably by mutual agreement. 

14.50. Recently the Government of India have introduced legislation 
with a view to regulate the quality of certain seeds such as seeds of food 
crops, cotton, etc. It is proposed to constitute a Central Seeds Committee 
to advise the governments on all matters arising out of the proposed legisla¬ 
tion, creation of seed inspection and certification service in each state and 
grant licences and certificates to dealers in seeds and restricting the export, 
import and inter-state movement of non-descript seed. In this connection, 
we wish to caution again about the need for greatest care and supervision 
in storage and distribution of the seeds, so as to maintain their purity and 
quality at all stages, as any lapse, however, small, would have serious re¬ 
percussions over the entire system. The State Agriculture departments 
should render all help and guidance to the marketing and village coopera¬ 
tives through their technical staff and village level workers in storage and 
distribution of the seeds. 

Financial arrangements 

14.51. As already indicated, there is no uniformity at present in the 
financial arrangements for procurement of seeds by cooperatives. Thus 
while in Madhya Pradesh and Punjab, the seeds are supplied to the co¬ 
operatives by the Agriculture department on ‘consignment basis’, in other 
States, the cooperatives are required to obtain their requirements against 
cash payment. The financial resources of the village societies and the 
marketing cooperatives are very meagre and they cannot afford to invest 
large amounts in stocking seeds, which usually find sale during limited 
periods of the year only. With the increasing emphasis laid on improved 
varieties of seeds, the State governments have to make suitable arrange¬ 
ments to distribute the seeds at the village level. The cooperatives, by 
undertaking the distribution, will relieve the government to a great extent 
of the overhead costs, which they have to incur in case of departmental 
distribution. Further, by distributing the seeds as part of production 
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credit, the cooperatives will be able to popularise the seeds. Since the 
State governments even at present have to invest the necessary funds in 
procuring, stocking and distributing the seeds at the village level, we recom¬ 
mend that they may supply the seeds to the marketing cooperatives on ‘con¬ 
signment basis’ with suitable safeguards. 

14.52. As regards supply to village cooperatives, we have already men¬ 
tioned earlier that it would be too much to expect the office bearers of 
village cooperatives to realise the responsibilities of ‘consignment’. We, 
therefore, recommend that the issue of seeds to village societies by the 
marketing cooperative may be made on outright sale basis, but on interest- 
free credit for a period of 3 months with a provision for return of unsold 
stocks upto a certain percentage of the total quantity of seeds supplied, to 
provide for new or unsaleable unpopular varieties, etc. It should be the 
responsibility of the supervisory staff of the cooperative central banks to 
help the village cooperatives to assess their requirements of seed in consul¬ 
tation with the Extension staff, and place indents on the marketing coopera¬ 
tives in good time. Similarly,, the bank should through its supervisory staff 
undertake the responsibility for prompt repayment of the credit to market¬ 
ing societies either from out of the production credit to marketing societies 
either from out of the production credit sanctioned to the societies or from 
out of the sale proceeds in case of sales against cash. This is very essential, 
as the marketing cooperatives do not have the machinery for powers to 
enforce prompt recovery and it is in the interests of the banks themselves to 
undertake the responsibility. 

(c) Pesticides/Insecticides 

Present policy 

14.53. Recognising the need for involving the growers’ cooperatives at 
various levels in popularising the use of the insecticides and allied spraying/ 
dusting equipment among the farmers, the then Ministry of Community 
Development and Cooperation, in consultation with the Ministry of Food 
& Agriculture, suggested to the State Governments the following working 
arrangements for distribution of insecticides, etc., to the farmers as early 
as in 1961. @ 

A. Pesticides 

(a) The Department of Agriculture may continue to procure 
various pesticides needed within the State from different manu¬ 
facturers on rate contracts basis. Adequate stocks of the 
type/types suitable for a particular area in a season 
should, however, be made available to the marketing societies 
for distribution to individual growers and primary societies. 
Primary societies should obtain supplies according to their 
requirements and may handle only less poisonous varieties. 

(b) The department of Agriculture should make payment to the 
manufacturers for the supply of pesticides. Marketing socie¬ 
ties should be required to deposit the sale proceeds in the 


Q Ministry of C.D. & C Circular No. 19-3/59-CM, dated 7-1-61 to State Governments. 
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Government Treasury from time to time. Marketing societies 
may deposit security towards stocks, if necessary. 

(c) The marketing societies should be entitled to a commission to 
meet distribution charges. This commission will be shared by 
them with primary societies undertaking distribution of the less 
poisonous varieties at the village level. 

(d) Subsidies, if any, available to the growers from the department 
of Agriculture should be routed through the cooperatives in¬ 
stead of being given directly. 

(e) Cooperatives undertaking distribution of pesticides should not, 
by the imposition of condition, be made to restrict themselves 
to the distribution of pesticides supplied by the department of 
Agriculture only. They should be allowed to procure neces¬ 
sary quantities and types from private manufacturers, in addi¬ 
tion to the stocks obtained by them from the department of 
Agriculture. 

(f) As marketing cooperatives gain experience in the handling and 
distribution of pesticides during a period of two to three years, 
the apex marketing societies should undertake the entire pro¬ 
curement necessary, including the procurement done by the 
department of Agriculture and by the marketing cooperatives, 
directly under its advice. The department of Agriculture should 
continue to advise them about the quantities and types required 
in different areas. Where cooperatives have acquired experience 
in the handling of pesticides, procurement thereof from the 
manufacturers direct and their distribution should be entrusted 
forthwith to apex marketing societies and marketing coopera¬ 
tives respectively. 

B. Spraying and dusting equipment 

The distribution of spraying and dusting equipment now being 
arranged by the department of Agriculture should be on the 
lines suggested above in the case of pesticides, viz. to start 
with, the stocks obtained by the department of Agriculture 
should be distributed by the cooperatives. Ultimately the apex 
marketing societies should make their own arrangements for 
the entire procurement in consultation with the department of 
Agriculture. Distribution should be done by marketing socie¬ 
ties. Subsidies now being directly given by the department of 
Agriculture to individuals should be routed through the co¬ 
operatives. 

Existing arrangements 

14.54. The present arrangements for distribution of pesticides and 
spraying/dusting equipment through cooperatives in the rural areas in 
various states are indicated below :* 

(i) ANDHRA PRADESH 

No policy decision has so far been taken to involve the cooperatives in 
the distribution of pesticides, etc. The Agriculture Department is under- 

•Source : Agenda Notes (Item No. 10) for 12th meeting of the N.C.D.C. held on 18-9-1965. 
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taking distribution work. A few of the cooperatives are also engaged in 
distribution of pesticides, etc. 

(ii) ASSAM 

The State Government has accepted in principle tire suggestions con¬ 
tained in the Government of India letter on the subject. It has, however, 
intimated that the cooperatives are reluctant to undertake distribution of in¬ 
secticides, etc. on account of their past failure in the matter of distribution of 
fertilisers. 

(iii) BIHAR 

At present insecticides are being distributed departmentally by the 
State Agriculture Department through its plant protection centres. Only a 
few marketing cooperatives have taken up this activity in the IADP areas. 

(iv) KERALA 

The State Government has recently approved rules for entrusting the 
distribution of pesticides, etc. to cooperatives in package programme areas 
and other areas according to a phased programme. 

(v) MADHYA PRADESH 

Prior to April, 1965, the supply of pesticides and plant protection 
equipment in the entire State was handled by the Department of Agriculture. 
Since that date, this work has been entrusted to cooperatives in only two 
divisions in the State, viz. Indore and Raipur. The work in other divisions 
of the state is proposed to be transferred to cooperatives progressively, after 
assessing their performance in these two divisions. Under the present 
arrangements, the department of Agriculture procures pesticides on State 
Government account on an annual rate contract basis. The pesticides pur¬ 
chased by the department are delivered, on consignment basis, to the co¬ 
operatives f.o.r. rail-heads. The apex marketing society indicates the 
quantity rail-headwise and arranges to take its delivery. It appoints co¬ 
operative marketing societies as its sub-agents, which are required to open 
distribution centres at the block headquarters. The retail sale rate fixed 
by the Director of Agriculture. The apex marketing society is paid com¬ 
mission @ 15% of the cost of pesticides sold. This commission is calcu¬ 
lated on the cost of pesticides paid to the manufacturers and not on other 
expenditure, if any. The commission paid to the society is inclusive of the 
distribution charges, including godown rent, unloading and transporting 
from the railhead, handling and other incidental charges. The cash sale of 
pesticides and plant protection equipment is deposited by the apex market¬ 
ing society in the nearest government treasury within a week of the sale. 
For enabling the apex marketing society to meet the initial expenditure on 
unloading of wagons and transporting the stocks to the centres and storing 
the same, an advance @ 5% on the f.o.r. price of pesticides is given to it 
by the State Government. This advance is adjustable later on against the 
commission payable to the society. Under the arrangements, the apex 
marketing society or its sub-agents shall not, without previous permission 
of the Director of Agriculture, deal on their own account, in any pesticides 
and plant protection equipment as have been indented by the Agriculture 
Department for supplying to the society on consignment account for sale 
and distribution to the cultivators. 
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(vi) MADRAS 

It has, been decided by the State Government that B.H.C. and copper 
fungicides enumerated below only should be taken up by the cooperatives: 

B.H.C. 10% dust. 

D.D.T. 5% dust 

B.H.C. 50% wettable powder 

D.D.T. 50% wettable powder 

Copper fungicides. 

Further, only such cooperatives as have proper storage facilities are 
allowed to undertake distribution of pesticides. 

The cooperatives obtain their supplies from the agricultural depots and 
pay for the cost of pesticides, less subsidy and sell them to farmers at the 
purchase price (from agricultural depots) adding a premium of 3% in the 
case of cooperatives located at Panchayat Union headquarters and a 
premium of 6% in the case of cooperatives located in panchayat villages. 
The apex marketing society is not involved, in the distribution of pesticides. 
The cooperatives selected by the Director of Agriculture, Madras, have 
been provided with one set of sprayer and duster at 50% of the cost of 
being hired out to the farmers at concessional rates. 

(vii) MAHARASHTRA 

Till 31st August, 1961, the department of Agriculture used to sell the 
pesticides to the cultivators at a subsidy of 35% on the rate of pesticides. 
However, the subsidy on sale of insecticides has been discontinued from 1st 
September. 1961. The sale of pesticides is now mainly done through the 
district/taluk level purchase and sale societies (wholesalers) and village 
societies (retailers). 

(viii) MYSORE 

The State Agriculture Department is distributing insecticides and pesti¬ 
cides through taluka boards. No supplies are made by it to the cooperatives 
on rate contract basis. However, the apex marketing society has been 
appointed as sole agent for Mysore state by a private manufacturer for the 
distribution of insecticides and pesticides. It is further distributing the 
stocks through the the primary societies. 

(ix) ORISSA 

The State Agriculture Department arranges distribution of pesticides 
and spraying/dusting equipment with the help of panchayat samities and 
gram panchayats. No policy decision has so far been taken to involve the 
cooperatives in the distribution of pesticides and spraying/dusting equip¬ 
ment. The apex marketing society and some of the cooperatives are under¬ 
taking this activity on their own. 

(x) PUNJAB 

The distribution of pesticides and spraying/dusting equipment in the 
Punjab State, is done both by cooperatives and Agriculture Department. 
The Agriculture Department effects sales to the cultivators through its 
departmental depots. However, a decision has recently been taken to route 
the entire stocks of pesticides etc., through cooperatives. The Punjab Stato 
Cooperative Marketing Federation is the sole agent of a private manufacturer 
for all types of pesticides manufactured by them and arranges distribution 
through the district wholesale societies, marketing societies and service 
societies. . . . - . *5®, 
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(xi) RAJASTHAN 

The distribution of pesticides and spraying/dusting equipment is being 
done by the Agriculture Department through the agency of panchayat sami- 
ties. The cooperatives have not been involved in the distribution work. 

(xii) UTTAR PRADESH 

The Uttar Pradesh Cooperative Federation Ltd., has entered into an 
agreement with an insecticides manufacturer for supply of insecticides on 
agency basis. It arranges further distribution through the district coopera¬ 
tive federations and the cooperative block unions. Besides, the State Agri¬ 
cultural Supplies Organisation arranges distribution through its own depots. 

Present Progress 

14.55. The progress of retail distribution of pesticides/dusting and spray¬ 
ing equipment by the cooperatives in various states is indicated below : @ 

(Rs. in lakhs 



State 




1961-62 

1962-63 

1963-64 

1964 65 

1 . 

Andhra Pradesh 




3-78 


8-43 

2-21 

2. 

Assam . 




0-15 

0-15* 



3. 

Bihar 




«<• 

0-72 

1 -15 

11-25 

4. 

Gujarat 




12-97 

149-59 

176-65 

271-85 

5. 

Kerala . 




2-0 

1-23 

16-75 

21-89 

6. 

Madhya Pradesh 




0-36 

9-11 

14-28 

23-14 

7. 

Madras 




4-84 

56-60 

28-69 

52-85 

8. 

Maharashtra . 




8-00 

362-80 

606-00 

849-00 

9. 

Mysore 




1-00 

4-00 

6 12 

3-16 

10. 

Orissa 





. . 

0-29 

0-16 

11. 

Punjab 




8-00 

4-43 

1-80 

9-68 

12. 

Rajasthan 




0-20 

4-79 

4-66 

0-84 

13. 

Uttar Pradesh . 




0-20 

0-25 

0-30 

0-40 

14. 

West Bengal . 




0-14 

6-27 

1-27 

1-67 

15. 

Union Territories 




0-09 

2-05 

3-87 

3-87** 






44-73 

601-79 

870-26 

1256-91 


It would be seen from the above statement that of the total value of Rs. 1257 
lakhs of pesticides, etc. distributed in 1964-65, the States of Maharashtra 
and Gujarat alone have accounted for sales to the extent of Rs. 1121 lakhs 
i.e. 89% of the total sales. 

Future Programme 

14.56. It may be observed that the distribution of pesticides, etc. is 
now mostly done by the State Agriculture Departments in many of the 
States. During the Fourth Plan, it is proposed to cover 425 million acres— 
about the entire cropped area in the country—by plant protection measures 
as against the present 38 million acres covered by such measures. We leam 
that an outlay of Rs. 437 crores is proposed for plant protection measures 
in the Fourth Plan, of which Rs. 376 crores would be incurred on pesti¬ 
cides and the remaining Rs. 61 crores on plant protection equipment. The 
various plant protection measures proposed are seed treatment, weed con¬ 
trol, soil treatment, intensive spraying and rat control. These measures en- 

@Review of Cooperative Marketing, Processing, Supplies and storage, 1964-65—N.C.D.C. 
♦Data relates to 1961-62. 

♦♦Data relates to 1963-64. 
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visage the use of about IS million manually operated sprayers, 3,40,000 
power operated sprayers, 81,000 seed treating drums and 23,500 fumigat¬ 
ed pumps. 

Role of Cooperatives 

14.57. It is thus evident that the use of pesticides, etc. will increase 
many fold during Fourth Plan period. Due to various practical and admi¬ 
nistrative difficulties, it is obvious that the Agriculture departments may 
not be able to open retail sale depots in every village for the distribution 
of pesticides, etc. Further, it may be uneconomical for smaller growers to 
own dusting/spraying equipment, etc. and there may be need for group 
ownership of such equipment. It will be advantageous to the farmers if the 
distribution of less poisonous varieties of pesticides/insecticides and also 
spraying/dusting equipment, which are commonly used, is entrusted to the 
village cooperatives as part of their service functions. The village co¬ 
operatives may also arrange to hire the spraying/dusting equipment to the 
smaller farmers. In regard to highly poisonous varieties, as many of the 
village cooperatives do not have proper storage arrangements or trained 
staff, these may be handled by primary marketing cooperatives having ade¬ 
quate facilities. 

14.58. We consider that the working arrangements already suggested 
by the late Ministry of Community Development and Cooperation in 1961 
are adequate and may be adopted with suitable modifications to suit local 
needs. Since insecticides, etc. have to be largely imported from outside the 
State or obtained from manufacturers in bulk, we recommend that the apex 
marketing society in each State should make the necessary arrangements 
and undertake the distribution through the primary marketing societies and 
village cooperatives. There should, however be no unnecessary movement 
of stocks between apex and primary marketing societies. Thus, while the 
apex and district societies, where they exist may be responsible for account¬ 
ing of the stocks, etc., actual supply may be so regulated as to ensure that 
primary marketing societies receive the stocks directly at railheads to 
avoid unnecessary transport costs. The apex marketing societies should 
prepare the indents in consultation with the state agriculture 
department and indicate the railhead-wise distribution so as to arrange 
direct despatches. The services of the State Agriculture/Extension staff 
should be made available to the marketing cooperatives and village co¬ 
operatives for preparing indents, arranging distribution and for other ser¬ 
vices needed by these societies for the work. 

Financial arrangements 

14.59. As in the case of seeds, we recommend that the State Govern¬ 
ments may procure and supply the pesticides, etc. to the apex marketing 
societies on ‘consignment basis’. The apex societies in turn may supply 
them to primary marketing societies on ‘consignment basis’. The issue to 
village cooperatives may, however, be made on outrisht sale basis, on 
interest-free credit for 3 months. As we had recommended in case of seeds, 
the central cooperative banks should accept the responsibility through 
their supervisory staff, for the prompt recovery of the credit from village 
societies and payment to marketing cooperatives. 

14.60. To the extent cooperatives take over the above functions, there 
will be considerable savings for the State Governments in both men and 
money, as otherwise the state would have been required to maintain a large 
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number of retail depots with heavy expenditure. Since cooperatives, being 
business institutions, cannot be expected to incur any loss on this account, 
we recommend that cooperatives at various levels may be allowed adequate 
commission by the State Governments for the distribution of pesticides/ 
insecticides, etc. so as to cover transport, storage and distributions costs. 
Village societies may be supplied with spraying/dusting equipment at subsi¬ 
dised rates for being hired to the smaller farmers at concessional rates. 
Subsidies, if any, available to growers from government should be routed 
through cooperatives instead of being given directly. 

14.61. In this connection, we also recommend that while cooperatives 
may not independently procure the same type/brand of pesticides etc. sup¬ 
plied by the Agriculture Department, they should, however, be free to 
procure other types of pesticides, etc. from the manufacturers directly with 
reference to local needs, wherever necessary. 

(d) Agricultural Implements 

Present policy 

14.62. The marketing and village cooperatives as growers organisations, 
have an important role to play in popularising the use of improved agricul¬ 
tural implements by undertaking, on a decentralised basis, the manufacture 
and distribution of such implements, particularly those which are bullock- 
cart driven/manually operated. The late Ministry of Community Develop¬ 
ment and Cooperation, which, in consultation with the Ministry of Food 
& Agriculture considered the role of cooperatives in the production and 
distribution of agricultural implements, including distribution of iron and 
steel meant for small hand tools, suggested the following working arrange¬ 
ments to the State Governments in 1961.@ 

(a) (i) Implements which the State Governments obtain by manufac¬ 
ture at their own workshops and/or from private manufacturers 
should be distributed by the marketing societies. The depart¬ 
ment of Agriculture should make payment to the manufacturers 
for the supply of such implements. The marketing societies 
should be required to deposit the sale proceeds in the gov¬ 
ernment treasury from time to time. Marketing societies, 
may deposit security towards stocks, if necessary. 

(ii) The marketing societies should be entitled to a commission to 
meet distribution charges, which they will share with primary 
societies undertaking distribution of such implements at the 
village level. 

(iii) The marketing cooperatives should make their own arrange¬ 
ments, in due course of time, for the procurement and distribu¬ 
tion of implements now being obtained from private manufac¬ 
turers. 

(b)(i) Under the existing arrangements, iron and steel available 
against the agricultural quota for the manufacture of agricul¬ 
tural implements is being allotted by the department of Agri¬ 
culture to private fabricators, who not only manufacture im¬ 
plements but distribute them as well. The fabricators, who 
receive such quotas of iron and steel, may be required to sell 

©Ministry of C.D.&C., circular letter No. 19—3/59—CM, dated 9-1-1961 to State 
Governments. 
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the implements in bulk, to marketing cooperatives for resale 
to the growers on such terms and conditions as may be mutual¬ 
ly agreed upon. 

(ii) The manufacture of implements should be progressively taken 
up by industrial cooperatives wherever such cooperatives exist 
or may come up. Manufacture of the highly technical and 
complicated implements and also of the light implements, 
where industrial cooperatives do not come forth may, in suit¬ 
able cases, be undertaken by federations of marketing societies. 

(c) Distribution of iron and steel to the growers, for making small 
hand tools should be made through cooperatives, where a sepa¬ 
rate quota for the purpose is available with the department of 
Agriculture. In the absence of any separate quota, a part of 
the agricultural quota meant for the fabrication of implements 
may be set apart for this purpose and distributed through co¬ 
operatives. 

In 1962, the late Ministry of Community Development and Cooperation 
communicated to the State Governments a model scheme for a small scale 
agricultural workshop prepared by the Agricultural Implements Specialists. 
Ministry qf Food and Agriculture, and suggested that well established mar¬ 
keting societies, particularly at district and state level, might, in appropriate 
cases, undertake the fabrication of agricultural implements, besides under¬ 
taking their distribution.* 

Present role of cooperatives 

14.63. The present arrangements in respect of manufacture-distribu¬ 
tion of agricultural implements by cooperatives in various states are as 
under: @ 

(i) ANDHRA PRADESH 

Some of the industrial cooperative societies are undertaking fabrication 
of agricultural implements. There is no special agency for the distribution 
of implements manufactured by these cooperatives. The entire agricultural 
quota of iron and steel is being handled by the marketing cooperatives in 
the state. 

(ii) ASSAM 

A very limited number of industrial cooperative societies are undertak¬ 
ing fabrication of agricultural implements. The marketing and service co¬ 
operatives have not taken up distribution of such implements. 

(iii) BIHAR 

The manufacture of improved agricultural implements is the responsibi¬ 
lity of the industries department and their distribution is, to some extent, 
taken up by the apex marketing society through primary marketing societies. 

(iv) GUJARAT 

Some of the marketing/service cooperative societies in the state are 
undertaking distribution of improved agricultural implements. It is stated 
that the societies are generally not in a position to undertake manufacture 

♦Ministry of Community Development & Cooperation letter No. 16(2)—1/62—CM 

dated 29-8-1962. 

@ Source : N.C.D.C.— Agenda Notes (Item No. 9) of the 18th meeting held on 18-9-65. 
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of implements for want of ^assurance from the state government regarding 
adequate provision of raw materials required for manufacture of imple¬ 
ments. Recently, one society has been selected in the package district of 
Surat for undertaking manufacture of agricultural implements. 

(v) KERALA 

Some of the industrial cooperatives are undertaking fabrication of agri¬ 
cultural implements. Some marketing and service cooperative societies are 
also undertaking distribution of implements. In respect of distribution of 
quota of iron and steel allotted by the state for the agricultural purposes, it 
has been decided that part of it may be initially entrusted to a few coope¬ 
ratives on the recommendation of the Registrar of Cooperative Societies 
leaving the rest to the private sector. 

(vi) MADHYA PRADESH 

A few industrial cooperatives are manufacturing agricultural implements 
like hand-operated winnowers, ploughs, plough spares, rahats, pick-axes, 
digging forks seed-drills, etc. One industrial cooperative society at Indore 
undertakes manufacture of improved type of implements. None of the 
marketing societies is engaged in this activity. The markeflffg cooperatives, 
are undertaking the purchase of agricultural implements on their own 
account and are further selling the same to cultivators directly or through 
the service societies. Some of the service cooperatives are also hiring out 
simple types of agricultural implements to their members. It is understood 
that, besides undertaking sale of agricultural implements on their own 
account, the service societies were also given loans for purchase of improved 
agricultural implements under the scheme of ‘popularisation and demonstra¬ 
tion of improved agricultural implements’ of the agriculture department. 
Under this scheme, the service cooperatives have been given a medium-term 
loan of Rs. 1,000 at the rate of 7 per cent interest per annum repayable in 
five years. The state government loan was made available to the apex bank 
at the rate of 5 per cent during 1961-62 and 1962-63 and at the rate of 5i 
per cent .in 1963-64, and the same was channelised through the central co¬ 
operative banks to the service societies. During 1961-62, 1962-63, and 
1963-64 availed of the loan facility under the scheme, and purchased im¬ 
proved implements on the recommendation of the agriculture department 
respectively. The scheme it was reported, was not popular with the socie¬ 
ties on account of high rate of interest charged. 

In the matter of distribution of agricultural quota of iron and steel, the 
Director of Civil Supplies appoints sub-stockists on the recommendation of 
the District Collectors. In 1963-64, out of 150 sub-stockists in the state, 
90 were cooperatives. Again, out of 50 registered stockists in the state, 10 
were cooperative societies. The apex marketing society and the primary 
marketing societies have been appointed as registered stockists by the Iron 
& Steel Controller, Calcutta. The primary marketing societies which are 
not in a position to invest large funds have been appointed as sub-stockists. 

(vii) MADRAS 

It has been agreed in principle that the marketing of agricultural imple¬ 
ments may be entrusted with the agricultural marketing societies on com¬ 
mission basis. The entrustment of work relating to fabrication of improved 
implements to the district cooperative supply and marketing societies and 
the apex marketing society is reported to be under consideration of the 
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state government. At present, some of the industrial cooperative societies 
as also a few marketing societies have undertaken manufacture and distri¬ 
bution of agricultural implements on a very nominal scale. The entire 
agricultural quota of iron and steel is being handled by the cooperatives in 
the state. 

(viii) MAHARASHTRA 

None of the cooperative marketing societies is undertaking fabrication 
of improved implements as they byelaws do not permit this activity. The 
district and the primary marketing societies are undertaking supply of im¬ 
proved implements on a significant scale. Besides the service societies 
are also selling agricultural implements and are providing on hire, imple¬ 
ments schemes ploughs, spraying pumps, dusting machines etc. to their 
members. The entire agricultural quota of iron and steel is being handled 
by the cooperatives in the state. 

(ix) MYSORE 

The marketing/service cooperatives are undertaking stocking and dis¬ 
tribution of improved agricultural implements. Some of the cooperative 
marketing societies are undertaking fabrication of improved agricultural 
implements. It is proposed to equip at least one society in every district 
with the necessary machinery etc. for undertaking fabrication of improved 
agricultural implements. The entire agricultural quota of iron and steel is 
being handled by the cooperatives in the state. 

(x) ORISSA 

There is no specific arrangement for distribution of agricultural imple¬ 
ments through cooperatives. The apex cooperative marketing society and 
a few primary marketing societies have taken up distribution of implements 
on their own initiative. 

Cxi) PUNJAB 

The marketing cooperatives in tne state are not undertaking fabrica¬ 
tion of improved implements. Some of the marketing and service coopera¬ 
tives are, however, undertaking distribution of agricultural implements sup¬ 
plied by the agricultural department on consignment-emu-commission basis. 
The cooperatives are not involved in the arrangements for distribution of 
agricultural quota of iron and steel in the state. 

(xii) RAJASTHAN 

The manufacture and distribution of improved agricultural implements is 
controlled by the agriculture department. The improved implements manu¬ 
factured in the workshop of the agriculture department are supplied to the 
various panchayat samities against their demands and they, in their turn, 
make use of service cooperatives in the distribution of these implements. A 
few industrial cooperative societies are, however, undertaking manufacture 
of agricultural implements. 

(xiii) UTTAR PRADESH 

Besides the Agricultural Supplies Organisation of the state agriculture 
department, the seed stores of the cooperative block unions and a few 
marketing and service societies are undertaking distribution of agricultural 
implements on their own account. The work of manufacturing improved 
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agricultural implements has been taken up by the district cooperative 
federation at Meerut and the cooperative development union at Mahawa 
(Etawah) on a significant scale. 

(xiv) WEST BENGAL 

The cooperatives in West Bengal have not so far been involved in the 
manufacture/distribution of agricultural implements. 

14.64. The progress of retail distribution of agricultural implements by 
the cooperatives in various states is indicated below : * 

(Rs. in lakhs) 



State 




1961-62 

1962-63 

1963-64 

1964-65 

]. 

Andhra Pradesh 




6-56 

8-16 

8-39 

51-71 

2. 

Assam 




. , 



0-01 

3. 

Bihar 




6-53 

0-92 

0-79 

0-75 

4. 

Gujarat . 




21-76 

53-01 

61-29 

37-07 

5. 

Kerala 




0-65 

0-81 

1-68 

1-77 

6. 

Madhya Pradesh 




5-09 

6-79 

10-76 

9-57 

7. 

Madras 




5-76 

7-44 

5-84 

7-90 

8. 

Maharashtra . 




5-00 

98-60 

231-00 

429-00 

9. 

Mysore 




24-00 

24-00 

36-82 

35-00 

10 . 

Orissa 






0-67 

1-20 

11. 

Punjab 




10-00 

3-81 

4-03 

3-38 

12. 

Rajasthan 




0-24 

Ml 

1-06 

0-51 

13. 

Uttar Pradesh . 




5-16 

5-00 

9-00 

5-70 

14. 

West Bengal . 




0-03 

0-48 

0-42 

0-36 

15. 

Union Territories 




0-11 

0-25 

0-31 

0-31 



Total 

- 


90-89 

210-38 

372-06 

584-24 


It would be seen from the foregoing statement that of the total value of 
Rs. 584 lakhs of agricultural implements distributed in 1964-65, the Maha¬ 
rashtra State alone accounted for 72% while the State of Andhra Pradesh, 
Gujarat and Mysore collectively accounted for 21% of the total sales. 

Fourth Plan Targets 

14.65. The Fourth Five Year Plan Working Group on Improved Agri¬ 
cultural Implements recommended the following objectives and targets for 
the Fourth Plan in respect of improved agricultural implements : 

(a) To provide a set of improved agricultural tools, implements 
and machines to at least 20 per cent of the farming families in 
the country. 

(b) To provide a tractor each to one lakh and fifty thousand 
farmers. 

(c) To provide power tillers or small tractors to at least 3 lakhs 
farmers. 

(d) To provide service and maintenance facilities as also spare parts 
to farmers upto district and block levels. 

’Review of Coop. Marketing, Processing Supplies and Storage, 1964-65-N.C.D.C. 







249 


(e) To evolve or develop improved agricultural implements and 
machines suitable for local conditions. This assignment will 
be entrusted with the Research Testing Centres. 

For implementing the programmes pertaining to improved agricultural 
implements, the Working Group recommended a provision of Rs. 213 crores 
for the Fourth Plan period. 

Recommendations of State Cooperation Ministers' Conference held in 
November 1965 

14.66. The question of role of cooperatives in the manufacture and 
distribution of improved agricultural implements, was considered by the 
Conference of State Cooperation Ministers held at Bombay in November, 
1965, and the Conference made the following recommendations :— 

IMPLEMENTS 

(i) A selective approach may be adopted in the manufacture of 
3 or 4 popular types of manually/buliock operated standardiz¬ 
ed implements in each state; 

(ii) For enabling the selected marketing federations to undertake 
fabrication of implements, suitable financial provision should 
be made in the Fourth Plan broadly on the lines of the pattern 
of assistance for processing activity; 

(iii) The National Agricultural Cooperative Marketing Federation 
should be enabled by the Central Government to play an 
increasing role in the import of agricultural implements and 
machinery, by making preferential allotments for imports in 
its favour; 

(iv) A reasonable part of production/imporis of agricultural im¬ 
plements and machinery e.g. power tillers, power sprayers, etc. 
by both the public and private sector undertakings should be 
earmarked for distribution through the National Agricultural 
Cooperative Marke f ing Federation and its constituents. The 
National Agricultural Cooperative Marketing Federation Ltd./ 
apex marketing societies should arrange to provide spares and 
after-sales service to the cultivators; 

(v) The marketing cooperatives should take advantage of the estab¬ 
lishment of agro-industrial corporations wherever they have 
been set up with a view to entering the field of fabrication of 
agricultural implements. The corporations should determine their 
activities in such a manner that the role of cooperatives in the 
distribution of agricultural implements and their fabrication 
was not adversely affected. In addition to the Registrars of 
Cooperative Societies, representatives of marketing coopera¬ 
tives should be included in boards of management of the agro¬ 
industrial corporations; 

(vi) As and where manufacture of agricultural implements is taken 

up by suitable marketing federations, the block agencies/ 
panchayat samaties/other governmental bodies may increas¬ 
ingly patronise such cooperative workshops. 

Distribution of iron. Cement, etc. 

14.67. We recommend that the distribution of agricultural quotas of 
iron and steel, G. I. sheets, cement, etc. required for rural areas, should, as 
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far as possible, be entrusted to the apex marketing societies, which should 
arrange to distribute them to the farmers through the primary marketing 
societies and village societies. Such arrangements will enable the farmers 
to obtain all their requirements at reasonable prices from a single source 
instead of going to the traders in urban centres. 

Financial arrangements 

14.68. As the use of improved agricultural implements is not yet popu¬ 
lar among the small farmers and the marketing cooperatives cannot afford 
to lock up their funds in stocking such implements, we recommend that the 
State governments may arrange to procure such implements from the public 
and private manufacturers and supply them to the apex marketing societies 
on ‘consignment basis’ to the extent necessary after obtaining suitable 
security deposits, etc. where need be. The apex marketing societies should 
in turn supply the implements to primary marketing societies on ‘consign¬ 
ment basis’. The supplies to village societies by primary marketing socie¬ 
ties should, however, be through outright sales on ‘credit’, with suitable 
provision for return of unsold stocks. The cooperative banks should be 
responsible for the prompt recovery and remittance of the sale proceeds. 
The State governments should allow suitable margins to cooperatives to 
cover their distribution costs. The marketing societies should in turn 
allow a larger margin to village cooperatives. 



Chapter XV 

DISTRIBUTION OF ESSENTIAL CONSUMER ARTICLES IN RURAL 
AREAS THROUGH COOPERATIVES 

Need for distribution 

15.1. Till recently, there were practically no arrangements in a majority 
of our villages for distribution of consumer articles to the fanners at fair 
prices either through cooperatives or through government-run fair price 
shops. As a result, the village trader continued to have, more or less, a 
virtual monopoly of consumer trade in all these villages. The need for 
organisation of consumer activity on cooperative basis in the rural areas 
was recognised by various Committees and Conferences. 

Cooperative Planning Committee’s Views 

15.2. As early as in 1945, the Cooperative Planning Committee 
examined this aspect and made the following observations :—* 

“The simplest organisations to supply the consumer needs of 
the rural population will be a separate society for each village or a 
group of villages. In the present circumstances, however, the 
needs of the villager are so few and so simple and his standard of 
living so low that it may not be justifiable to start an independent 
cooperative stores in each village. We would, therefore, confine 
ourselves at present to entrusting this business to village primary 
societies. We recommend that as many as possible of the satis¬ 
factorily working primary societies should undertake stores busi¬ 
ness. Incidentally, a business like this will increase the member¬ 
ship of and the loyalty to the village society”. 

15.3. In 1947, the Conference of Registrars of Cooperative Societies 
specifically recommended that village cooperative societies might undertake 
consumer activity. This recommendation was duly endorsed by the Rural 
Credit Survey Committee in the following words:— 

“Agricultural Credit Societies may supply basic but standardis¬ 
ed consumer goods on the basis of established demand; we endorse 
the recommendation of the 15th Registrars’ Conference (1947) 
that the Registrar may permit a society to resort to the system of 
outright purchases and sale to the extent of twice the paid-up share 
capital, provided its size, financial strength and soundness of ' 
management permit.” 

15.4. Subsequently this subject was considered by the Mehta Com¬ 
mittee on Cooperative Credit which observed as follows :—f 

“We consider that a primary credit society should render cer¬ 
tain services and correspondingly discharge certain obligations. 
Among the more important of these are the following: 

“(h) To supply certain consumer goods in common demand such 
as kerosene, sugar etc.” 

The Third Plan, while stressing the urgent need for consumer coopera¬ 
tives, pointed out that “for rural areas, the distribution of essential con¬ 
sumer goods would fall legitimately within the functions of the service co¬ 
operatives, arrangements for the supply of goods being mad© ordinarily 

♦Report of the Cooperative Planning Committee (1946)—Page 105. 
tMehta Committee on Cooperative Credit, Chapter VI, Para. 5. 
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through the marketing societies. In the rural areas, the supply of manu¬ 
factured goods of standard variety which are in common demand could 
well be a subsidiary function of primary marketing societies.” However, 
in the earlier part of the Third Plan period, no specific programme for 
such activities was taken up. A few primary marketing and village co¬ 
operatives were, of their own initiative, undertaking distribution of con¬ 
sumer goods in addition to their normal functions. 

Recommendations of the Lucknow Conference of State Cooperation 
Ministers 

15.5. Ln the wake of the National Emergency in 1962, the need for a 
network of cooperatives to undertake distribution of essential consumer 
articles at fair prices both in the rural and urban areas was keenly recog¬ 
nised in order to hold the price line and the Government of India formu¬ 
lated a centrally sponsored scheme for distribution of consumer goods in 
rural areas through marketing and service cooperatives as a complement 
to the centrally sponsored scheme for urban consumer stores. 

The Conference of Registrars and State Ministers of Cooperation held 
in Lucknow in February, 1963, while endorsing the scheme for supply of 
consumer articles in rural areas through cooperatives, particularly stressed 
the following aspects : 

(a) Ordinarily it would not be desirable to organise a separate 
consumer society at the village level and distribution of con¬ 
sumer articles should be entrusted to the village agricultural 
service/multipurpose credit cooperatives. Wherever successful 
consumer stores already exist in the village, they should not 
be disturbed. 

(b) The village societies, which are to take up distribution of 
consumer articles, should be carefully selected. As a rule, 
they should be societies which are functioning properly in res¬ 
pect of their credit activities. As far as possible they should be 
‘A’, ‘B’ and well established ‘C’ class societies. It would be 
an advantage if the concerned societies have experience of dis¬ 
tribution of fertilisers and other production requisites. The 
availability of suitable accommodation for the consumer sec¬ 
tion and a trained whole-time or part-time secretary should be 
prominently kept in view. 

(c) For supplying the consumer requirements of village societies, 
the existing marketing societies at the primary and higher levels 
should be made use of. It would not be desirable to organise 
a separate society at the block or sub-divisional level for 
arranging supplies of consumer articles to village cooperatives. 

(d) While the main role of the marketing societies should be to 
act as suppliers of consumer articles to the village societies, 
there should be no objection to their undertaking retail sale 
of consumer articles at their own headquarters. This would 
be regarded as an interim arrangement until, in due course, 
urban consumer stores can be organised in the market towns 
where the marketing societies are located. 

Centrally sponsored Scheme for distribution of consumer goods in rural 
areas 

15.6. In pursuance of the above recommendations, the then Ministry 
of Community Development and Cooperation sanctioned a centrally spon- 
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sored scheme for distribution of essential consumer articles in rural areas 
and communicated the same to the State Governments in January, 1963 
for implementation from the year 1963-64 onwards. The following are 
the main features of the Scheme:—* 

(i) Distribution of essential consumer articles should be entrusted 
to the agricultural credit/multipurpose service cooperatives as 
part of their service functions. No separate cooperatives at 
the village level should be organised for the purpose. 

(ii) During 1963-64, about 45,000 village societies should under¬ 
take this function which should be raised to 80,000 societies 
in 1964-65 and finally by the end of III Plan i.e. 1965-66, 
all ‘A’, ‘B’ and well established ‘C class societies should take 
up the work. 

(iii) Selection of consumer goods to be handled should be made 
keeping in view the established demand in the village and they 
should be restricted to a few basic and standardised articles 
such as, (i) Sugar, (ii) Salt, (iii) Kerosene, (iv) Matches, 
(v) Tea, (vi) Vanaspati Ghee, (vii) Foodgrains in deficit 
areas, (viii) Course variety of cloth, (ix) Gur, etc. 

(iv) A number of primary marketing societies are already under¬ 
taking retail sale of consumer articles at their headquarters 
mostly to cater to the needs of the villagers who go to the 
mandi. As most of these societies are located in mandi 
towns whose population is not very large and these towns are 
not likely to have urban consumer stores in the near future, 
the primary marketing societies should set up a separate con¬ 
sumer section with a two fold purpose, viz., to cater to the 
needs of the local population and also to procure supplies re¬ 
quired by their affiliated primary village societies. It was 
envisaged that 2,000 marketing societies would undertake the 
work during 1963-64. 

(v) In respect of consumer business, the sale policy of village 
societies should be broadly as follows: 

(a) All sales to members and non-members should be against 
cash, provided in respect of members such sales may be 
against part of their credit limits. 

(b) Consistent with the need for keeping a reasonable margin 
of say about 5%, the village society should adopt a 
pricing policy which enables it generally to make con¬ 
sumers articles available in the village at a price lower 
than the corresponding price charged by the village 
trader. 

(c) Separate accounts should be maintained for consumer 
section and periodical stock taking should be done. 

(vi) In the initial stages, the consumer section may not need much 
accommodation or even a whole-time sales-man. Societies’ 
godown, if it has one, or else a position of the village pan- 
chayat building may be used for the purpose. 

(vii) The sales by marketing society to village societies should be 
against cash only. Consignment or credit was not favoured. 

‘Ministry of C D & C Circular No. 16-4/63-CM dated 14-1-1963. 

LIDeptt. rf CD&C/66—9 
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(viii) On a modest scale it was estimated, a village society would 
require a minimum investment of Rs. 1,500 at any time of the 
year for the purpose. The upper limit for investment in con¬ 
sumer business should not exceed twice owned capital of the 
society, as recommended by the Rural Credit Survey Com¬ 
mittee. 

(Lx) To the extent possible, the funds required for investment in 
this regard should be found by the village society from the 
un-invested portion of their share capital and reserves. One 
of the objects of State partnership in the share capital of 
village societies recommended by Mehta committee was to pro¬ 
vide such societies with funds for investment in non-credit 
activities such as supply and service functions. 

(x) As bulk of the share capital and reserves of village societies 
are invested by them in the central banks, very few societies 
may have owned funds to spare for consumer activity. 
As recommended by the Mehta Committee report on Co¬ 
operative Credit, the ratio of share holding and borrowings by 
village societies from central banks might be revised from 
1 : 10 to 1 :20 so as to enable village societies to retain part 
of their share capital for service functions. Till the selected 
societies have adequate owned funds, the central cooperative 
banks might provide them with limited loan assistance in the 
form of cash credit. 

(xi) As some of the primary marketing societies may have to em¬ 
ploy additional staff for servicing the village societies and for 
undertaking retail sale at the mandi level, they will be eligible 
for a subsidy towards the cost of such additional staff on a 
tapering basis i.e. 100% in the first year, 66.2/3% in the 
second year and 33.1/3% in the third year, subject to a ceil¬ 
ing of Rs. 5,000 for all the three years put together. The 
entire expenditure in this regard will be bomed by the Cen¬ 
tral Government. 

(xii) The apex marketing societies should take up increasingly the 

responsibility for procuring the supplies required by the 
marketing societies, 

15.7. The Reserve Bank of India, however, was not in favour of 
village credit societies undertaking trading activity. In its circular dated 
9-5-1963 to the State Registrars, the bank suggested the organisation of 
separate cooperative societies to undertake consumer activities even in 
rural areas. Where this was not feasible, the Reserve Bank advised that 
the village societies concerned should collect additional share capital for 
undertaking consumer activity at the rate of at least one share for each 
member and that the clean of loan to be granted by the Central Bank for 
the purpose should be limited to the additional share capital so collected 
or in the case of hypothecation credit, the limit should be li times the 
additional share capital, subject to usual safeguards. It was also stipulat¬ 
ed that the amount of additional share capital thus collected should be taken 
into account while considering sanction of Govt, share capital for con¬ 
sumer business. These instructions were based on the following ground¬ 
ing :— 

(a) It is a wise rule that ‘credit’ and trading are not combined in 
the same institution and past experience shows that wherever 
this was allowed, the result has bwu discouraging. 
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(b) Though several Committees in the past had recommended that 
the supply of consumer needs of the rural population should 
be undertaken by the village societies, none of them had indi¬ 
cated clearly whether this activity should be undertaken by 
the societies on their own with the attendant risk involved in 
the trading operation or on an agency basis on behalf of the 
members. The Reserve Bank has no objection to the socie¬ 
ties undertaking this business on agency basis since no risk of 
loss is involved in such cases. 

(c) Few village societies in the country are in a position, financially 
or otherwise, to undertake distribution of consumer goods on 
their own. 

(d) The risk of such business has to be borne by the owned funds 
of the society. The owned funds of the societies, are generally 
already invested in the shares of central banks, in deposits 
with central banks, in shares of other institutions. In quite 
a few cases threre is no margin left between the ratio of share 
holdings and borrowings in respect of loans to members by 
societies and to societies by Central Banks, and as a result, the 
entire share capital is invested in the share of central banks. 
Even assuming there is a difference of 10% (i.e. 1 : 20 for 
societies and 1 : 10 for members) then only 50% of the shate 
capital will be available for cover, as trade risks can not be 
allowed to encroach upon the capital invested in the shares of 
central bank. Even thus 50% may not actually be available 
for non-credit activities, since the village societies will have to 
absorb certain amount of overdues from out of this margin. 

(e) An institution cannot expect to do the business entirely with 
borrowed resources. Some amount of its own financial in¬ 
volvement in the business is necessary i.e. by collection of 
additional share capital, so that the losses incurred on this 
business may not recoil on their outside creditors, including 
the central banks. 

(f) Though additional share capital contribution by State will help 
broaden the share capital base, such participation brings about 
increase in the credit activities of the societies and, therefore, 
the need for additional share capital, cannot altogether be dis¬ 
pensed with. 

In view of these reasons, the Bank was of the view that separate socie¬ 
ties should be organised for the purpose and in the alternative the socie¬ 
ties concerned should collect additional share capital for undertaking the 
consumer activities. We understand that later the Reserve Bank did not 
press further the question of organisation of separate consumer societies 
in rural areas and the scheme, as formulated by the Government of India 
is being implemented in all the states. The Bank, however, has been in¬ 
sisting on the need for collection of additional share capital by village so¬ 
cieties for the purpose. 

Arrangements at the Village level 

15.8. We consider that it will not be practicable to organise a sepa¬ 
rate society in each village exclusively for supply of consumer articles, as 
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such a society will not be available one. Further, the village credit society 
is now expected to work as a service society catering to all the needs of the 
farmer including credit, agricultural production requisites, etc. The supply 
of consumer articles is as much a part of service functions as distribution 
of production requisites to the farmer. The village society, which issues 
credit to the farmer, will be in a better position to supply such items as 
part of the credit or recover the cost from such loans. Above all, it may 
not be desirable to multiply the societies at the village level requiring the 
farmer to deal with more than one society for his needs. In these circums¬ 
tances, it is but proper that the village society should undertake this func¬ 
tion as part of its service functions. We recognise that the village 
societies should strengthen their internal resources to undertake service 
functions such as distribution of agricultural inputs and consumer articles. 
But since this loan be done only gradually and till then these functions 
cannot be deferred, we consider that suitable) alternative arrangements to 
provide adequate funds for such activities should be made. In the pre¬ 
sent context, this activity cannot, in any case, wait till the societies collect 
additional share capital. 

15.9 Many of the States implemented the centrally sponsored 
scheme towards the fag end of the year 1963-64. The progress made by 
rural cooperatives in different States in the retail distribution of consumer 
articles in rural areas from 1961-62 to 1964-65 is given below: 

Value of Consumer articles distributed. 

(Rs. in lakhs) 


SI. No. State/Union Territories 1961-62 1962-63 1963-34 1964-65 


(1) 

(2) 



(3) 

(4) 

(5) 

(6) 

1 . 

Andhra Pradesh . 



44-52 

52-65 

154-22 

146-00 

2. 

Assam 


. 

29-30 

17-43 

47-75 

48-40 

3. 

Bihar . 



19-76 

8-87 

10-26 

38-35 

4. 

Gujarat 



623-74 

726-55 

2,011-39 

2,208-38 

5, 

Jammu & Kashmir 



92-51 

101-41 

201-39 

318-16 

6. 

Kerala 



135-97 

147-69 

291-49 

2.475-00 

7. 

Madhya Pradesh . 



109-27 

127-55 

495-85 

388.40 

8. 

Madras 



2-88 

9-10 

186-74 

194-15 

9. 

Maharashtra 



689- 10 

858-2 

1,123-00 

1-400-00 

10. 

Mysore 



191-32 

224-10 

889-03 

638-35 

11. 

Orissa 



28-28 

35-85 

33-91 

38.64 

12. 

Punjab 



104-28 

144-84 

1,557-99 

1.679-47 

13. 

Rajasthan 



25-00 

52-53 

196-22 

169-27 

14. 

Uttar Pradesh 



165-07 

260-50 

360-00 

205.00 

15. 

West Bengal. 



3-31 

7-71 

53-41 

73-76 

16. 

Union Territories . 



23-42 

65-16 

167-68 

167-68® 





2,295-73 

2,840-75 

7,781-08 

10,189-01 


Prior to the introduction of the scheme, i.e. 1962-63, about 15,000 
village cooperative societies and 700 primary marketing societies were 
engaged in the distribution of consumer goods in the rural areas. These 
societies distributed consumer articles worth Rs. 28.40 crores. During 
1964-65, 32378 village societies and 1798 primary marketing societies 
undertook this activity and distributed consumer goods worth Rs. 101.89 
crores. 

15.10. It may be seen from the above that for the country as a whole, 
there has been a substantial increase in turnover during 1964-65 as against 
previous years. As between States, the progress is extremely uneven; four 

@lThe figures are for 1963-64. Source. Agenda Notes of N.C.D.C. Meeting held on 
6-0-1966. 
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States, viz., Kerala, Gujarat, Maharashtra and Punjab have accounted for 
over three fourths of the total turnover of the entire country. This pro¬ 
gress, we understand, was mostly due to allotment of fair-price shops to 
the cooperatives for distribution of sugar, foodgrains, etc. Thus in Pun¬ 
jab, the entire rural quota of sugar is distributed through cooperatives, 
while in Gujarat 50% of the sugar quota is handled by the cooperatives. 
In some of the States, cooperatives have also been allotted fair price shops 
for distribution of foodgrains. For instance, in Mysore, 3553 fair price 
shops were run by village cooperatives while another 183 such shops were 
run by marketing societies. In Madhya Pradesh, about 700 village and 
marketing cooperatives are undertaking this activity as fair price shops. In 
Kerala, about 5300 fair price shops were run by cooperatives. In Maha¬ 
rashtra and Gujarat cooperatives accounted for 5200 and 4300 fair price 
shops respectively. 

15.11. The position regarding the number of village cooperatives and 
marketing societies involved in die distribution of consumer articles in 
rural areas, according to available information is as follows.* 


SI. State/Union 

No. Territory. 

* 

Total 
No. of 
C D. ?. 
Blocks 
in the 
State 

No. of Village So¬ 
cieties 

No. 

of Marketing 
Societies 

1962-63 

1963-64 

1964-65' 

1962-63 

1963-64 

1964-65 

tl) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1. 

Andhra Pradesh 

321 

„ __ 

_ 

775 

. 

— 

71 

2. 

Assam . 

160 

— 

— 

51 

_ 

— 

104 

3. 

Bihar 

575 

_ 

-- 

N.A. 

_ 

— 

220 

4. 

Gujarat . 

224 

2,910 

5,720 

4,224 

107 

163 

169 

5. 

Jammu &. Kashmir 

70 

— 

N.A. 


N.A. 



6 

Kerela 

143 

194 

276 

1,608 

3 

8 

143 

7. 

Madhya Pradesh 

218 

229 

867 

1,000 

94 

168 

218 

8. 

Madras . 

375 

2,716 

3,009 

1,294 

N.A. 

100 

100 

9. 

Maharashtra . 

425 

2,931 

4447 

5,833 

188 

218 

334 

10. 

Mysore . 

268 

1,375 

3,382 

4,801 

152 

171 

183 

11. 

Orissa 

307 

— 

— 

2511 

— 

— 

45 

12. 

Punjab 

220 

3,080 

5,240 

8,932 

N.A. 

140 

142 

13. 

Rajasthan 

232 

1,211 

2,856 

1,409 

114 

119 

46 

14. 

U. P. 

681 

N.A. 

690 

800 

N.A. 

53 

53 

15. 

West Bengal . 

341 

— 

— 

[• 500 

— 


87 

16. 

Himachal Pradesh 


400 

495 "I 


18 

185 


17. 

Manipur 


112 

86 


4 

4 


18. 

Tripura . 


70 

119 i 

900 

7 

10 1 

35 

19. 

Pondicherry 

150 

23 

35 f 


3 

3 f 


20. 

Andaman & Nicobar 


1 

3 


— 



21 

Goa 


38 

161J 


— 

-J 




4,719 

15,290 

25,386 

32,378 

690 

1,175 

1,930 


15.12. It may be seen from the above table that as against over two 
lakh village cooperatives and 3166 primary marketing societies, only 
32378 village cooperatives and 1798 marketing cooperatives have under¬ 
taken the consumer activity during 1964-65 as against 45000 village so¬ 
cieties and 2000 marketing societies envisaged under the scheme even in 

* Source : Agenda Notes of Cooperation Ministers’ conference Bcmbr y, ' Nc v., 65 
and Agenda Notes N.C.D.C. meeting held on 6-10-66. 

•(•Includes 150 village consumer stores. 
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1963-64. Even if only ‘A’, ‘B’ and ‘C class villages cooperatives are 
taken into account 43, the number of village societies undertaking this 
activity account for only 16 per cent. 

Distribution by large sized agricultural credit societies 

15 13 There were 8022 large sized agricultural credit societies in 
India as on 30-6-1964. The total membership of these societies and the 
average membership per society was 45.14 lakhs and 563 respectively. 
These societies have been State-partnered and invariably have a whole- 
time manager and a godown of their own. It was expected that these 
societies, besides providing credit, would distribute production requisites 
and consumer articles. From information available in respect of 5561 
large-sized societies, it was found that only 3058 societies have taken up 
the consumer activity so far i.e. about 45% of these societies are sti-1 to 
be involved.* 

Allotment of fair price shops to cooperatives 

15.14. In order to facilitate the working of the societies engaged in 
the distribution of consumer articles in rural areas, the State Govern¬ 
ments were advised by the Union Government in October, 1964 to ensure 
that the consumer cooperatives in urban areas and the marketing coopera¬ 
tives/village cooperatives in the rural areas are entrusted with the distribu¬ 
tion of foodgrains, sugar, etc., under the ‘Fair Price Shops’ scheme, either 
by increasing, if necessary, the number of fair price shops in the locality 
or by replacement of existing fair price shops which are not functioning 
satisfactorily. 

According to information available, the position in this regard was as 


under (in 1965)*. 







State/Union Terri¬ 
tory. 

No. of 
FPS in 
rural 
areas 

No. of FPS 
allotted to Coope¬ 
ratives in rural 
areas 

Total 
No. of 
Shops 
allotted 

No. of Soci¬ 
eties undertaking 
retail distribution of 
consumer goods. 

- A. ..-- 




Village Market- 
socs. ing 

socs. 


Village 

socs. 

Market¬ 

ing 

socs. 

1 . 

Rajasthan 

1,463 

481 

481 

2,856 

119 

2. 

Kerala 

5,854 

(Included 

481) 

362 64 

426 

276 

8 

3. 

Punjab 

No special FPS in rural 

— 

5,240 

140 

4. 

Gujarat 

5,346 

areas 

2,907 212 

3,119 

5.720 

163 

5. 

Madhya Pradesh 

1,449 

520 178 

698 

867 

168 

6. 

Goa 

161 

161 — 

161 

161 

— 

7. 

Mysore 

N.A. 

3,382 171 

3,553 

3,382 

171 

8. 

Tripura 

183 

15 8 

123 

119 

10 

3 

9. 

Pondicherr 

N.A. 

40 3 

43 

35 

10. 

Madras 

1,946 

179 

179 

3,009 

100 

11 . 

Maharashtra 

7,944 

(included 
in 179) 

4,698 213 

4,911 

4,447 

218 

12 

Andamans & Ni¬ 
cobar 

44 

1 — 

1 

3 

— 


* Source. _Agenda Notes of State Cooperation Ministers Conference—November, 

1965. 
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Procurement of Consumer articles 

15.15. The Conference of State Ministers of Cooperation held in 
Bombay in November, 1965 which, among others, reviewed the progress 
in the distribution of consumer articles in rural areas, recommended the 
following measures for developing the activity :— 

(i) All large-sized credit societies which are state-partnered and 
which invariably have whole-time managers and godowns of 
their own may be required to take up this activity by the end 
of the First year of the Fourth Plan. 

(ii) Primary agricultural societies which are being state-partnered 
on the basis of a phased programme may be induced to take 
up consumer activity. 

(iii) All such societies which are handling distribution of fertilisers 
should be persuaded to take up distribution of consumer arti¬ 
cles along with distribution of production requisites. 

(iv) As a matter of policy, the State Governments should allot fair 
price shops to the rural cooperatives for undertaking distribu¬ 
tion of foodgrains, sugar, etc. 

(v) Steps should be taken to forge an effective link between the 
village societies undertaking distribution of consumer articles 
and primary marketing societies/apex marketing societies/ 
central whole-sale stores so that the economics of bulk pur¬ 
chases are realised by the village societies/marketing societies. 
The primary marketing societies should be affiliated to the 
wholesale stores and should be eligible for a line of credit as 
in the case of a primary cooperative consumer stores. 


We endorse the above recommendations. 

Method of supply of consumers goods to village cooperatives 

15.16. In regard to procurement of consumer goods by village coopera¬ 
tives, we consider that in areas where wholesale cooperative stores exist 
nearby the village societies may, with advantage, obtain their requirements 
of consumer articles direct from such stores instead of through the primary 
marketing society. The primary marketing cooperatives are already pre¬ 
occupied with distribution of agricultural inputs, besides their normal market¬ 
ing functions. If these societies are burdened with too many functions, it is 
likely that they may neglect their main function of marketing. In any case, 
with their limitations in regard to man-power and resources, they may not 
be able to do justice to all these functions. With the expansion of the scheme 
of urban consumers cooperatives to cover all towns with a population of 
10,000 and above envisaged during the next two years a large number of 
the ‘mandi’ towns may be covered by cooperative stores. As consumer 
societies specialising in bulk purchases of consumer goods, we consider that 



260 


they would be in a better position to obtain such goods at competitive prices 
than marketing cooperatives. We, therefore, recommend that the village co¬ 
operatives may obtain their requirements of consumer goods direct from 
such consumer stores wherever they exist, relieving the marketing societies 
of this burden. 


15.17. But till such time as consumer stores are organised in the 
‘mandi’ or nearby towns, it will be necessary for the primary marketing 
societies to continue to undertake supply of essential consumer goods to the 
village cooperatives as envisaged in the present scheme under implementa¬ 
tion. Where necessary, these marketing societies may also undertake supply 
of consumer goods to the population of the ‘mandi’ towns. As and when 
wholesale consumer stores or branches thereof are organised in the ‘mandi’ 
towns or nearby and when such stores are in a position to supply the require¬ 
ments of rural areas, the marketing society concerned should relinquish the 
function in favour of the former. In certain States like Orissa and Bihar 
we were told that there are ‘mandi’ towns with less than 10,000 population 
and, therefore, the chances for organisation of wholesale consumer stores are 
remote in such areas. We were also informed that the present policy is not 
to organise new wholesale stores in areas here marketing cooperatives have 
already been undertaking the function satisfactorily. In such cases, the 
primary marketing societies may continue to undertake the function and 
after they achieve a sizeable toumover, such societies may be recognized as 
wholesale stores for purposes of supply of essential goods as well as for sanc¬ 
tion of government assistance etc. admissible to consumer stores. In other 
areas, we envisage the primary marketing societies will be performing this 
function only as a transitional measure till wholesale stores are organised. 


Method of procurement of consumer goods by marketing cooperatives 

15.18. In regard to method of procurement of consumer goods by 
primary marketing societies undertaking this activity, there is at present 
no uniformity in this regard. By and large, the primary marketing socie¬ 
ties obtain their requirements of such goods directly from the wholesale 
merchants. In some cases, the apex or district marketing societies have 
made arrangements to procure the goods for supply to the primary market¬ 
ing societies, while in a very few cases, the marketing socie¬ 
ties obtained their requirements from the wholesale consumer 

stores located in the area. We consider that it will be desirable and ad¬ 
vantageous for primary marketing societies to obtain their requirements 
from the wholesale stores if one exists in the area so that economics of 
bulk purchases could be realised. Further, under the recent scheme of 
government guarantee to consumer stores for their borrowings, the market¬ 
ing societies will be eligible for a line of credit from wholesale stores as 
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in the case of primary consumer stores. This will obviate the need for 
marketing societies to obtain separate credit for the purpose from central 
cooperative banks. We, therefore, recommend that the primary market¬ 
ing societies dealing in consumer articles may get themselves affiliated to 
the nearest wholesale consumer stores so that they could obtain consumer 
goods on credit and at cheaper rates. We also recommend that in such 
cases provision should be made in the by-laws of the wholesale stores to 
provide for adequate representation to marketing societies on the board of 
their management. 

In this connection, we have to emphasise the need for caution to ensure 
that the consumer goods are not overstocked either by the primary market¬ 
ing societies or by the village societies, in view of their susceptibility to 
fluctuations in prices. The village societies should assess their demand 
carefully with reference to local requirements and should not normally 
stock such articles in excess of 2 or 3 months’ requirements. 

Finances for supply functions 

15.19. One of the crucial problems faced in the implementation of the 
scheme is inadequacy of funds both with the village societies and market¬ 
ing societies. The village societies are required to obtain their require¬ 
ments from the marketing societies ‘on cash’ basis. On a modest estimate, 
the scheme envisages a minimum investment of Rs. 1,500 by each village 
society at any point of time, while the upper limit recommended was up to 
twice its owned capital, which is in time with the recommendation of the 
Rural Credit Survey Committee. To the extent possible, the village socie¬ 
ties are expected to find the funds for this purpose from the un-invested 
portion of their share capital and other resources. While recognising the 
fact that bulk of the share capital and reserves of the village societies re¬ 
main invested in the shares of or deposits with the central cooperative 
banks, it was also suggested that efforts should be made to enable village 
cooperatives to retain a part of their owned funds for investment in the 
consumer activity e.g. (a) by reducing the ratio of share-holding and 
borrowings by the village cooperatives from the central cooperative banks 
to 1 :20 as recommended by the Mehta Committee on Cooperative Credit, 
while at the same time increasing the ratio for borrowings by members to 
1:8 or 1 : 10, and (b) permitting the village cooperatives to use their 
reserves, wholly or partly in their own business. It was further suggested 
that selected village societies implementing the scheme may be provided, 
as a general rule, with a limited loan assistance by the central coopera¬ 
tive banks to enable the societies to undertake consumer activity. The 
amount of loan to be thus provided by the central cooperative banks should 
be within the total maximum credit limit of the society concerned, but it 
should be apart from the amount which the society in turn is committed 
to disburse to its individual members. The marketing societies, which 
require revolving funds for consumer activity were expected to obtain 
them from the cooperative central banks or the State Bank of India by 
way off clean loans. 

15.20. These expectations have not, however, fructified. Many village 
societies do not have adequate funds for consumer activity and this has 
impeded the progress of implementation of the scheme. The revision of 
the ratio between share capital and borrowings from central cooperative 
banks suggested in the ‘Action Programme’ circulated by the then Union 
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Ministry of Community Development and Cooperation, has not yet been 
implemented in many cases. The village societies continue to invest a 
major portion of their share capital in the central banks leaving very little 
margin for other activities. Even the small margin that they may have, 
would in most cases, be needed as a cushion against their normal overdue:, 
to the bank and, therefore, may not be available for other purposes. 

The Conference of State Ministers of Cooperation held in Bombay in 
November, 1965 recommended the following measures for financing of 
cooperative consumer activity in rural areas:— 

(i) The ratio of share holding and borrowings by an individual 
member from his village society, and the ratio of share hold¬ 
ing by the society itself in relation to its borrowings from the 
central banks should be modified to ensure that at least half: 
of the additional share capital collected by village societies 
with the expansion of loan operation is retained and used in 
financing consumer activity. 

(ii) Part of the share capital contributed by the State Governments 
should be allowed to be made use of for financing consumer 
activity. 

(iii) The measures recommended in the ‘Outline of Action Pro¬ 
gramme’ for cooperative credit in the districts selected for in¬ 
tensive agricultural development regarding investment in 
shares of a village society by a member and in the shares of 
the central bank by a village society should be implemented 
to augment the resources of village societies for financing 
consumer activity. 

(iv) Within the overall maximum borrowing limit of a village so¬ 
ciety, a limited amount may be made available by the central 
bank as loan for investment in consumer business. 

15.21. We recognise the need for village cooperatives to strengthen 
their capital base so as to enable them to undertake the service functions. 
This can be done through revision of the existing ratio between borrow¬ 
ings and share capital investment as suggested in item (i) of the preced¬ 
ing paragraph and also by collection of additional share capital at the rate 
of one share from each member. Till such time as the village societies 
are in a position to augment their resources, we recommended that the 
State Governments may take suitable measures to strengthen the resources 
of village societies by contribution to their share capital, and/or by assist¬ 
ing them to get liberal loans from financing banks. 

15.22. As regards primary marketing societies, we understand that 
many of them have been obtaining clean accommodation from the co¬ 
operatives central banks for their consumer and other activities. But under 
the recent directions of the Reserve Bank of India regarding marketing 
finance restricting the borrowings of marketing societies to a certain multi¬ 
ple of their owned funds, many of these societies may not be able to obtain 
such accommodation in the future. We have suggested earlier that pri¬ 
mary marketing societies may obtain their requirements of consumer goods 
on credit from the wholesale consumer stores. We had also recommend¬ 
ed that the marketing societies doing sizeable consumer business be allow¬ 
ed loan facilities under the ‘Guarantee Scheme’ applicable to urban con¬ 
sumer stores. If these are implemented, these should normally be no 
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need for any large finances by the marketing society for this activity. 
However, to the extent the marketing societies need additional finances 
for this activity, we recommend that these may be allowed clean and/or 
pledge/hypothecation credit by the financing banks within the overall 
limits recommended by us earlier. We understand that the National Co¬ 
operative Development Corporation has recently proposed that primary 
marketing societies undertaking this activity be given additional Govt, 
share capital contribution up to Rs. 25000/- each subject to the condition 
that the marketing share capital in the prescribed rations is raised by the 
society from its own members within a period of two years and that the 
proposal is under the consideration of Govt, of India. 

Managerial assistance to village cooperatives 

15.23. Under the present pattern of assistance, while the primary 
marketing societies undertaking consumer activity are eligible for addi¬ 
tional managerial subsidy up to" Rs. 5,000 spread over a period of 3 years, 
no such assistance is available to village cooperatives. These village socie¬ 
ties are required to undertake this activity as part of their service func¬ 
tions. The village society is now required to distribute chemical fertili¬ 
sers, improved seeds, pesticides/insecticides/dusting/spraying equipment, 
agricultural implements, iron and steel, cement, etc. They are also re¬ 
quired to supply essential consumer articles and also run fair price shops 
wherever necessary. All these activities require the services of a full-time 
manager. One of the common complaints against village cooperatives is 
that they do not have any staff to meet promptly the day to day needs of 
the farmer and that, therefore, the farmers are often at the mercy of the 
honorary office-bearers of these societies. A majority of the village socie¬ 
ties do not, however, have full-time paid staff and it will be too much to 
expect the honorary office-bearers of these societies, who would themselves 
be busy with agricultural and other operations, to devote all their atten¬ 
tion and energies for the day to day work of the societies, particularly 
during the agricultural seasons. 

15.24. At present, new primary agricultural credit societies as 
well as the existing societies selected under the programmes of revitalisa¬ 
tion are eligible for subsidy towards working expenses to the extent of 
Rs. 900/- per society spread over a period of 3 to 5 years. We under¬ 
stand that the question of enhancing this subsidy to Rs. 1,800 during 
Fourth Plan period, is under consideration of the Central Government. 
These subsidies have in most cases, we understand, been utilised in the 
past towards employing ineffective part-time staff. Most of the societies 
do not have full-time staff even today. If the village cooperative is to 
efficiently perform its functions of credit, distribution of agricultural 
inputs and supply of consumer goods and collection of agricultural pro¬ 
duce, we feel that a full-time manager is quite essential. 

15.25. The Conference of State Ministers of Cooperation held at 
Hyderabad in 1964 recommended that the minimum criteria of viability of 
a primary credit society should among others, include its ability to appoint 
a full time paid secretary. The Conference also suggested that each State 
Government should work out, area-wise, the quantum of business neces¬ 
sary to attain viability. We understand that the State governments are 
drawing up programmes to identify the viable and potentially viable socie¬ 
ties and for their revitalisation and also for amalgamation or liquidation 



264 


of weak societies, which have not chances of attaining viability of their 
own. But this process will, naturally take time. Further many of the 
societies will need considerable time to attain viability of their own and 
till then they will not be in a position to employ a full-time manager in 
their present weak financial condition. Alternative arrangements have, 
therefore, to be made to assist such societies to employ full time managers 
immediately. We consider that unless the village cooperative, which is 
the bass for all cooperative activities, and on the efficiency of which the 
development of cooperative credit, marketing, processing and allied pro¬ 
grammes mostly depends, is sufficiently strengthened and enabled to play 
its role fully, it will not be possible to develop cooperative marketing. In 
this connection, we have been informed that a proposal for grant of an 
additional subsidy of Rs. 1200 spread over a period of three years to 
village societies for undertaking consumer work is under consideration of 
Government of India. 



Chapter— XVI 


GENERAL 

National Cooperative Development & Warehousing Board 

16.1. In pursuance of the recommendations of the Rural Credit Survey 
Committee and of the Conference of State Ministers of Cooperation held at 
New Delhi in April, 1955, the Government of India established the National 
Cooperative Development and Warehousing Board on the 1st September, 
1956 under the Agricultural Produce (Development and Warehousing) Act, 
1956, for the discharge of the twin functions of (i) cooperative development, 
and (ii) warehousing. The Central Warehousing Corporation was also estab¬ 
lished under the above Act on 2nd March, 1957 for the development of 
warehousing. The Board was essentially a policy making and financing body 
and its functions were generally to plan and promote programmes for the 
production, processing, marketing, storage, warehousing and import and 
export of agricultural produce through cooperative societies or warehousing 
corporation. 

The Board was required to maintain two separate funds, viz., (i) National 

Cooperative Development Fund, for advancing loans and granting subsidies 
to State governments to enable them to subscribe to the share capital of co¬ 
operative societies or for otherwise financing cooperative societies, and (ii) 
National Warehousing Development Fund, for subscribing to the share capital 
of the Central Warehousing Corporation, for advancing loans to enable them 
to subscribe to the share capital of State Warehousing Corporations and for 
advancing loans and granting subsidies to the warehousing corporations or to 
State governments for promoting the warehousing and storage of agricul¬ 
tural produce. The Board was given grants by the Government of India to 
carry out its functions. 

National Cooperative Development Corporation-junctions 

16.2. In 1963, the Central Government established the National Co¬ 
operative Development Corporation, with its headquarters at New Delhi, 
under the National Cooperative Development Corporation Act, 1962. The 
new Corporation started functioning with effect from 14th March, 1963, 
as a successor to the National Cooperative Development and Warehousing 
Board. The Act defined the functions of the Corporation as follows : 

“(1) Subject to the provisions of this Act, the functions of the Corpora¬ 
tion shall be to plan and promote programmes for the production, processing, 
marketing, storage, export and import of agricultural produce and notified 
commodities through cooperative societies. 

(2) In particular and without prejudice to the generality of the foregoing 
provision, the Corporation may — 

(a) advance loans or grant subsidies to State Governments for finan¬ 
cing cooperative societies and for employment of staff for 
implementing programmes of cooperative development; 

(b) provide funds to State Governments for financing cooperative 
societies for the purchase of agricultural produce and notified 
commodities on behalf of the Central Government; 
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(c) plan and promote programmes through cooperative societies for 
the supply of seeds, manures, fertilisers, agricultural implements 
and other articles for the development of agricultural produce”. 

The Central Warehousing Corporation, which was linked with the earlier 
National Cooperative Development and Warehousing Board, was made an 
independent Corporation from 14th March, 1963 and the new National Co¬ 
operative Development Corporation was thus required to function exclusively 
for the development of cooperative marketing, processing, storage and 
supplies. 

National Cooperative Development Fund 

16.3. Under Section 13 of the above Act, the Corporation is required 
to maintain a fund called the ‘National Cooperative Development Fund’ to 
which is credited (a) all moneys and other securities transferred to it from 
a similar fund maintained by the National Cooperative Development and 
Warehousing Board, (b) the grants and other sums of money by way of 
loans paid to the Corporation by the Central Government, and (c) the 
money realised out of repayment of loans or dividends on investments made 
from time to time. 

The moneys in the Fund is applied for (a) advancing loans and granting 
subsidies to the State Governments to enable them to assist cooperative 
societies, (b) for meeting the administrative expenses of the Corporation, 
and (c) for carrying out the other purposes of the Act. 

Whereas under Section 11 of the Agricultural Produce (Development 
and Warehousing) Corporations Act, 1956, the erstwhile National Coopera¬ 
tive Development and Warehousing Board was receiving all the funds from 
the Central Government by way of grants, under Section 12 of the National 
Cooperative Development Corporation Act 1962, the new Corporation re¬ 
ceives funds from the Central Government both by way of grants and loans. 
The loans are required to be utilised for advancing loans to the State Gov¬ 
ernments, while grants for giving subsidies to State Governments as well as 
for meeting the administrative expenses of the Corporation. The Corpora¬ 
tion is subsidised by the Government of India to the extent of the interest 
payable to the Central Government on the loans given by them. 

Activities of the Corporation 

16.4. The Five Year Plans provided for various kinds of financial assis- 
ance to cooperatives by the State in the form of loans and grants. The funds 
provided in the plans for the purpose in respect of credit, marketing and 
processing cooperatives are channelised through the National Cooperative 
Development Corporation. The Corporation grants long term loans as well 
as subsidies to the State Governments for the following purposes : 

Loans: 

(i) To subscribe to the share capital of marketing and processing 
cooperatives. 

(ii) To grant loans for construction of godowns by village coopera¬ 
tives, marketing and processing societies. 

(iii) To grant loans for construction of cooperative cold storages and 
setting up of processing units. 

(iv) To grant loans to marketing and processing cooperatives for 
purchase of transport vehicles. 
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Grants : 

(v) To grants subsidies to village, marketing and processing societies 
for construction of godowns. 

(vi) To grant subsidies to large sized credit societies and marketing/ 
processing societies for haring of godowns. 

(vii) To grant subsidies to marketing and processing societies to 
establish grading units. 

(viii) To grant managerial subsidies to cooperative credit, marketing 
and processing institutions at various levels. 

(ix) To make outright grants towards special bad debt reserves of 
central cooperative banks and primary agricultural credit socie¬ 
ties. 

(x) For employment of additional departmental staff in State Co¬ 
operative departments. 

All the above schemes form part of the Five Year Plan schemes. In 
addition, the loans and grants for consumer cooperatives under the Centrally 
Sponsored Scheme introduced in 1962. are also channelised through the 
Corporation. 

The patterns of assistance in so far as cooperative marketing societies 
are concerned (as they existed on 31-3-2966) may be seen at Annexure XV 
to XX. 

Schemes financed by the corporation from its own funds 

16.5. In addition to the above kinds of assistance, which form part of 
the Plan Schemes, the Corporation has recently decided to provide the 
following kinds of assistance to State Governments and the National Agri¬ 
cultural Cooperative Marketing Federation, from its own accumulated funds, 
outside the State Plan Schemes : 

(i) Grant of loans for establishment of about 500 cooperative rice 
mills. 

(ii) Grant of loans and subsidies for establishment of 6 modern coope¬ 
rative rice mills. 

(iii) Grant of subsidies to State Governments/National Agricultural 
Cooperative Marketing Federation for establishing promotional and assess¬ 
ment cells in the national and apex cooperative marketing societies with a 
view to enable them to take promotional interest in the affairs of the affiliated 
marketing societies, maintain necessary liaison, provide market intelligence 
and render other advisory service. 

(iv) Contribution of Rs. 10.00 lakhs to the share capital of the National 
Agricultural Cooperative Marketing Federation. 

(v) Grant of subsidy to the All India Cooperative Land Mortgage Banks 
Cooperative Union for appointment of staff in connection with the expansion 
programme of the Union. 

(vi) Grant of loans and subsidies for organisation of hybrid seed pro¬ 
ducers’ processing-cum-marketing societies on a pilot basis at a total cost of 
about Rs. 36 lakhs. 
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(vii) Grant of loans and subsidies to 45 well established marketing 
societies for establishing workshops for fabrication of standardised agricul¬ 
tural implements. 

(viii) Grant of loans and subsidies to 8 apex marketing societies for 
setting up units for formulation of standardised pesticides/insecticides. 

(ix) Grant of loans for establishment of an additional capacity of 
30,000 tonnes of cooperative cold storages, besides the normal Plan pro¬ 
gramme. 

The Corporation has also subscribed to the debentures floated by the 
Central Cooperative Land Mortgage Banks in cooperatively under-developed 
States. 

Assistance provided by the Corporation 

16.6. The erstwhile National Cooperative Development and Warehousing 
Board and the Corporation have provided assistance to the extent of 
Rs. 64.15 crores up to the end of 1965-66 as under* :— 

(Rs. in lakhs) 

Total assistance provided from 
1956 to 1964-65 


Schemes 



Loan 

Subsidy 

Total 

(1) 

(2) 

(3) 

(4) 

A. Centrally aided schemes 




1. Agricultural Credit .... 

— 

957-67 

957-67 

2. Marketing. 

605-11 

57-86 

662-97 

3. Sugar Factories ..... 

601-68 

— 

601-68 

4. Processing (other than sugar) . 

404-13 

11-16 

415-29 

5. Storage 

(a) Godowns of village Sc marketing/pro- 

cessing societies .... 

1,063-83 

227-67 

1.291-50 

(b) Cold storages .... 

6. Consumers Stores .... 

8-82 

4-39 

13-21 

7. Additional Departmental staff 

— 

367-36 

367-36 

8. State Warehousing Corporations 

76-95 

— 

76-95 

B. Centrally sponsored scheme for urban con- 

sumers stores. 

897-55 

151-32 

1.048-87 

C. Centrally sponsored scheme for distribution 

of consumer goods in rural areas 

— 

32-31 

32-31 

D. Construction of cooperative godowns under 

crash programme ..... 

80-62 

26-88 

107-50 

E. Special Assistance to Eastern States . 

16-44 

44-30 

60-74 

F. Corporation sponsored schemes Rice Mills. 

761-10 

17-99 

779-09 

Total 

4,516-23 

1,898-91 

6,415-14 


Present pattern of Central assistance to the Corporation 

16.7. Under the present pattern, the entire assistance provided by State 
Governments to cooperative marketing and processing societies forms part 
of the State and Central Plan Schemes, whereas the bulk of the assistance 


♦N.C.D.C. Annual Report 1965-66. 
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to agricultural cooperative credit institutions is provided "by the Reserve 
Bank of India outside the Plan schemes. In the tentative allocation for the 
Fourth Plan, out of a total of Rs. 206 crores provided for ‘Cooperation’ we 
understand that as much as Rs. 95 crores (nearly 48%) is accounted for 
by schemes relating to cooperative marketing and processing. A majority of 
these schemes form part of the State Plans, whereas certain other schemes 
relating to cooperative farming, cooperatives for urban consumers, rickshaw 
pullers, labourers, etc. are included under the Central Plans. We understand 
that marketing/processing schemes are included under State Plan schemes 
just because they were so included in the earlier Plans and that there is no 
rationale or principle involved for such differentiation. 

Paucity of funds with States affects schemes of cooperative marketing and 

processing 

16.8. As a result of inclusion of the schemes relating to cooperative 
marketing and processing under the State Plan schemes, whenever the State 
Governments cut the size of their Plans due to paucity of funds, marketing 
schemes, which form a larger part of the Plan relating to cooperative deve¬ 
lopment are affected. We understand that such instances have been quite 
frequent in recent years in some of the States. Instances have also been 
brought to our notice, wherein some of the State Governments wero not able 
to accommodate within their Plan schemes funds for establishment of co¬ 
operative processing units, cold storages, etc. Consequently, these schemes 
could not be taken up, although their need was recognised by both the State 
and Central Governments. Further, the State Governments, in view of their 
difficult ways and means position, are, it is reported, often unable to take up 
schemes involving larger finances, e.g. organisation of cooperative spinning 
mills, fruits and vegetables processing units, etc. Cooperative marketing/ 
processing is thus at a disadvantage, as compared to the other spheres. 
Although increasing emphasis is being laid for the development of coopera¬ 
tive marketing/processing as an aid to agricultural production, we have 
observed that the requisite priority is not, however, given to it by the State 
Governments for various reasons, the principal among them being paucity 
of resources and the need for conserving the limited resources with them for 
other developmental functions of higher priority. 

Seed for augmenting the resources of the Corporation 

16.9. The Reserve Bank of India provides large sums directly to the 
cooperative credit institutions at concessional rates of interest outside the 
State plan schemes. Apart from the financial assistance to State cooperative 
banks by way of short term credit, the Reserve Bank of India also provides 
substantial assistance from the Agricultural Credit (Long Term Operations) 
Fund and the National Agricultural Credit (Stabilisation) Fund for medium/ 
long-term requirements. There is no corresponding counter-part to this 
agency in so far as cooperative marketing/processing societies are con¬ 
cerned. The Rural Credit Survey Committee, among others, recommended 
State partnership in cooperative credit, marketing and processing institutions. 
As this implied an investment of several crores of rupees by each State Gov¬ 
ernment in the share capital of these institutions and rendering other aid. 
and no agency corresponding to the Reserve Bank of India in the field of 
agricultural credit existed for the development of the allied programme of 
extension of cooperative marketing and processing, the Committee recom¬ 
mended the establishment of the National Cooperative Development and 
Warehousing Board to provide the institutional frame-work for the purpose. 
The Committee also recommended an initial non-recurring grant of Rs. 5 
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crores to the National Warehousing Development Fund and a recurring 
contribution of not less than Rs. 5 crores every year by the Government of 
India for the Cooperative Development Fund (Rs. 3 crores) and the Ware¬ 
housing Development Fund (2 crores). Other ad hoc grants from the Gov¬ 
ernment of India and foreign assistance were also envisaged for augmenting 
the resources of the above Funds. The intention was that, in course of 
time, the Board should be self supporting and be able to plan and promote 
schemes for the development of cooperative marketing/processing and make 
contributions therefor from its own resources without any outside aid. 

16.10. In pursuance of these recommendations, Section 11 of the Agri¬ 
cultural Produce (Development and Warehousing) Corporations Act, 1956 
provided for payment to the Board of a non-recurring grant of Rs. 5 crores 
during the period of five years from the commencement of the Act. The 
Central Government was permitted to increase or reduce the amounts of 
these grants in any year having regard to the actual requirements of the 
Board. After the expiry of the period of five years, the Central Government 
was required to pay such sums as they may deem necessary to enable the 
Board to perform its functions under the Act. 

16.11. Accordingly, the erstwhile National Cooperative Development and 
Warehousing Board used to receive the entire financial assistance from the 
Central Government by way of grants, whereas its own assistance to State 
Governments was in the form of both loans and grants. As a result of this 
procedure, the Board was able to accumulate a sizeable corpus of its own. 
Thus on 14-3-1963, when the new Corporation was formed, there was a 
balance of Rs. 6.24 crores in the National Cooperative Development Fund 
besides the loans outstanding from State Governments. But under the 
National Cooperative Development Corporation Act, 1962, the Corporation 
receives (a) by way of grants such sums of moneys as is required for giving 
subsidies to State Governments and for meeting its administrative expenses, 
and (b) by way of loan, such sum of money as the Central Government may 
determine. Under this revised procedure, the Corporation receives funds 
from the Government of India in the form of loans and grants with reference 
to its actual requirements and, therefore, there is no possibility of the Corpo¬ 
ration building up its own corpus. Even the small subsidy it receives from 
the Central Government to the extent of interest paid to the Government on 
the loans is, to a large extent, taken away by way of income-tax. Thus, in 
effect, the Corporation has become only a channel for passing the central 
aid to State Governments. We are not aware of the reasons for this depar¬ 
ture from the earlier practice, which was in pursuance of the recommenda¬ 
tions of the Rural Credit Survey Committee. 

16.12. In cooperative marketing, there are a number of factors, which 
introduce a very sizeable element'of differentiation, c.g. different market 
practices, village/mandi sales, different kinds of crops. The patterns of 
assistance in relation to cooperative marketing/processing should, therefore, 
have maximum degree of flexibility with reference to various regional and 
local factors and no rigidity, which would be the case in respect of Govern¬ 
ment plan schemes, is desirable. Further, we have already mentioned as to 
how the schemes relating to cooperative marketing/processing are adversely 
affected due to their inclusion under the State Plan schemes. We are glad 
to observe that recently, even within the limited resources available with it, 
the Corporation has embarked on several new schemes from out of its own 
funds outside the State Plan schemes. These measures have given an im¬ 
petus to the State Governments to hasten the pace of development of co- 
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operative marketing/processing. Thus whereas during about a _ decade, 
State Governments were able Jo assist the setting up of only 320 rice mills 
(including hullers), within a year of the Corporation’s decision to finance the 
entire scheme, as many as about 470 rice mills have been assisted. Again 
the Corporation’s decision to subsidize the entire cost has led to the estab¬ 
lishment of promotional and assessment cells in most of the apex marketing 
federations within a short period. 

16.13. These instances prove that the Corporation, given suitable assist¬ 
ance, can play a useful role in promoting the development of cooperative, 
marketing/processing. But under the present pattern of Central assistance, 
there are practically no avenues for the Corporation to build up a corpus 
of its own and it has to perpetually depend on government loans and grants 
year after year. As on 31st March, 1966, the National Cooperative Deve¬ 
lopment Fund had a balance of only Rs. 1.9 crores. We consider that the 
Corporation should be a counterpart of the Agricultural Credit department 
of the Reserve Bank of India in so far as development of cooperative market¬ 
ing, processing, storage and supplies is concerned. For this purpose, it is 
necessary that the National Cooperative Development Fund of the Corpora¬ 
tion is sufficiently strengthened to enable it to play its role fully. 

16.14. We, therefore, recommended that, on the analogy of the procedure 
adopted in the case of the erstwhile Board and the Agricultural Credit (Long 
Term Operations) Fund maintained by the Reserve Bank of India, the entire 
assistance to the Corporation (both for advancing loans and granting subsi¬ 
dies) for financing the schemes included in the Plan may be given by the 
Central Government by way of grants each year for the next five years. 
'Die position may be reviewed after a period of five years and further grants 
may be regulated with reference to needs. This procedure would enable the 
Corporation to build up a sizeable corpus of its own over a course of the 
next 10 to 15 years so that it would be in a position to promote schemes 
of its own without governmental aid and by adopting a flexible policy to suit 
regional and individual needs. 

If, however, for any administrative reasons, it is not possible to adopt 
this procedure immediately, in the alternative, we recommend that the Cen¬ 
tral Government may make adequate recurring grants each year to the 
National Cooperative Development Fund for the next ten years. These 
grants may be in addition to the loans and grants required to meet cunent 
needs, so that the Corporation, together with the repayments in respect of 
earlier loans from its own funds, can build up a sizeable corpus for financing 
cooperative marketing/processing and allied schemes. 

Provision for direct assistance by the NCDC for National and inter-state 

cooperative federations 

16.15. In respect of national and inter-state cooperative marketing/ 
processing federations, most of the State Governments, we understand, are 
generally reluctant to finance such societies as more than one State is con¬ 
cerned. There is no specific provision in Sec. 9(2) and Sec. 13(2) enabling 
the Corporation to provide financial assistance to such societies directly, 
although such assistance may be deemed to be covered under the general 
clause (c) of Sec. 13 viz. “The moneys in the Fund shall be applied for 
carrying out the purposes of this Act”. With a view to avoiding any ambi¬ 
guity in this regard, we recommend that a specific provision be made to 
enable the Corporation to provide direct assistance to national and inter-state 
cooperative federations. 
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1Seed to include tobacco, lac, kuth, etc. within the purview of the Corpo¬ 
ration 

16.16. Under Sec. 9(1) of the N.C.D.C. Act, the Corporation is required 
to plan and promote programmes for the processing marketing, etc. of agri¬ 
cultural produce and notified commodities through cooperative societies. 
Agricultural produce has been defined in the Act to include the following 
classes of commodities: 

(i) foodstuffs, including edible oilseeds; 

(ii) cattle fodder, including oilcakes and other concentrates; 

(iii) raw jute; 

(iv) raw cotton whether ginned or unginned and cotton seed; and 

(v) vegetable oils. 

The Central Government is empowered to declare any other commodity 
to be a ‘notified commodity’ for the purposes of the above Act, if it is a 
commodity with respect to which Parliament has power to make laws by 
virtue of entry 33 in List III in the Seventh Schedule to the Constitution. 
Under the present Act, commodities like tobacco, lac, kuth, etc. are not 
covered under the Act, and consequently the Corporation is not in a position 
to finance schemes for development of cooperative marketing and processing 
of these commodities. We understand that, since these commodities do not 
find a place in entry 33 in List III in the Seventh Schedule to the Constitu¬ 
tion, they could not be included within the purview of the Corporation. We 
were, however, informed that in a similar case of the Central Warehousing 
Corporation, the difficulty was overcome and tobacco was covered under 
the Warehousing Act with the concurrence of the State Governments con¬ 
cerned. As a sizeable number of small agriculturists are affected, we re¬ 
commend that suitable measures may be taken to include tobacco, lac, kuth, 
and such other commodities not covered now under the purview of the 
Corporation. 

Need for larger provision under Central sector for bigger processing units 

16.17. Another factor affecting the progress of development of coopera¬ 
tive marketing is the absence of processing facilities. Some of the items 
like cotton, jute, fruits and vegetables, etc. require large scale processing 
e.g. jute mills, spinning and Textile Mills, modern Fruits and Vegetables 
Canning and Preservation Units, etc. These units involve large capital 
investment. Past experience shows that many of the State Governments, 
though they were convinced of the need for these units, were often reluctant 
to finance them due to paucity of funds under their Plans. In order to avoid 
such bottlenecks, particularly in view of the limited resources of the State 
Governments, we recommend that substantial sums should be retained for 
marketing/processing schemes involving larger capital in the central sector 
of the Plan, so that the whole burden may not fall on the State Govern¬ 
ments. We understand that a beginning has been made in this direction and 
that a provision of Rs. 7.00 crores has been made in the Central Sector in 
the Fourth Plan for financing modern rice mills and other export oriented 
cooperative processing units (other than spinning mills). We do not see any 
reason for excluding such aid to cooperative spinning mills, sugar factories, 
etc. As many of the State Governments will not be in a position to undertake 
financing of such large scale porcessing units, we recommend that all large 
scale cooperative processing units, including spinning or textile mills of grow¬ 
ers fertilizers factories, etc. may be included under the central sector. 
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Public Sector and Cooperatives 

16.18. The National Development Council, several Committees and Con¬ 
ferences, the All India Congress Committee Resolutions and the Five Year 
Plans have all emphasised that cooperation should become progressively the 
principal basis of organisation in many branches of economic life, notably in 
agriculture and minor irrigation, small industry and processing, marketing, 
distribution, supplies, rural electrification, housing and construction, and the 
provision of essential amenities for local communities. Even in medium and 
large industries and in transport, the Third Plan envisaged an increasing role 
for cooperatives. During recent years, there has, however, been a tendency 
for the public sector to increasingly enter the fields reserved or contemplated 
to be reserved for cooperative sector. For example, we understand that it is 
proposed to established spinning mills, fruit and vegetable processing factories 
and modern rice mills in the public sector. These industries primarily relate 
to processing of agricultural produce and in the normal course should be 
taken up by cooperative of growers themselves. We consider that once the 
public sector enters these fields, vested interests are likely to be created and 
it will be very difficult to replace them at a later stage. The Bhubaneshwar 
Resolution of the All India Congress Committee (1964) on ‘Democracy and 
Socialism’ emphasised the need to give an increasingly important place to the 
cooperative method of organisation, especially in the field of agriculture, small 
scale and processing industries and retail trade. It was also envisaged that 
processing of agricultural produce, especially paddy, should not remain in 
private hands and that rice mills and other processing units should be operated 
under cooperative management and that till it is feasible to do so, the State 
itself should progressively take over the operation of such units. 

16.19. Even in regard to other functions such as distribution of fertilisers, 
seeds, etc. and for rendering promotional services, public sector corporations 
arc being proposed, though these functions, in most cases, could, as will be 
taken up by higher level cooperative organisations at the national and state 
levels, with their net work of affiliated societies upto the village level. We 
realise that in these matters expeditious action is often called for, and if left 
to voluntary organisations like the cooperative sector, there is risk of delay. 
However a cooperative organisation, apart from its other advantages, has the 
capacity to mobilise rural savings and can be effective instruments for maxi¬ 
mising the resources. They also facilitate the active participation of the 
fanners. We, therefore, emphasise the need to avoid any encroachment of 
the public sector in fields reserved for cooperative sector. We do not, how¬ 
ever, wish to dogmatise on this issue and each case will have to be decided 
on merit. We, however, wish to stress that before establishing a public sector 
unit in the field of agricultural marketing, processing and other allied activi¬ 
ties, the possibilities of establishing such activity in the cooperative sector 
should first be explored by the Central and State Governments. Only when 
it is not possible to do so or where inordinate delays is envisaged, should 
such units be set up in the public sector. Even when initially such units 
are set up in public sector, we recommend that it should be the endeavour 
of the Central/State Governments to turn them over to cooperative organisa¬ 
tions of growers at the earliest possible opportunity as we consider that U is 
not desirable for the State to manage such units for long. We also emphasise 
the need for such public sector units, where they exist, maintaining close co¬ 
ordination with the cooperative credit and marketing institutions in matters 
relating to linking of credit with marketing, procurement of raw material, 
distribution of agricultural inputs, promotional measures, etc. 
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State Cooperation and Marketing Departments—Need for close co-ordi¬ 
nation, 

16.20. The following are among the various marketing developmental 
activities undertaken by the State Governments : 

(a) Regulation of markets; 

(b) Promotion of grading and standardisation; 

(c) Promotion of cooperative marketing, processing and storage; 

(d) Establishment of warehouses; and 

(e) Collection and dis-semination of market intelligence. 

While the subject of cooperative marketing, processing and storage is 
under the Registrar of Cooperative Societies, the subject of agricultural 
marketing is generally being handled in various States either by a tuif fledged 
Directorate of Agricultural Marketing or by the Marketing wing in the 
Directorate of Agriculture. In a few States like Gujarat, Maharashtra, 
Mysore and Orissa, the Registrar of Cooperative Societies is also incharge of 
the Agricultural Marketing Department which functions as a separate wing. 
The various marketing developmental programmes have a common objective 
of improving the economic conditoin of the farmer. For the successful 
implementation of these programmes it is necessary that the different aspects 
of agricultural marketing should be dealt with in an integrated manner. 

With the expansion of cooperative marketing, the need for close co¬ 
ordination between the cooperative and marketing departments requires no 
emphasis. We, therefore, consider that it would be more appropriate if the 
Registrar of Cooperative Societies, who deals with cooperative marketing, 
which is expected to cover the entire country, is placed incharge of both the 
Cooperation and Marketing departments as already done in a few States, so 
as to ensure close and effective coordination at all levels. As the functions 
of the Marketing and Cooperative officers at the district level arc quite 
different, the Marketing department should be kept as a separate and distinct 
wing under a senior officer with separate field staff at district and other lower 
levels subject to the over-all control of the Registrar. We understnad that 
the Working Group for Fourth Plan on Agricultural Marketing has also 
recommended that the Registrar of Cooperative Societies should be the ex 
officio Head of the Marketing Department also. If, however, for any admi¬ 
nistrative reasons, this is not immediately possible, we recommend that the 
marketing functions should be separated from the Agriculture department 
and constituted into a separate department wherever it is not so now. 

16.21. An effective coordination among the various departments con¬ 
cerned with agricultural marketing, viz. marketing, cooperative and agricul¬ 
tural departments is necessary for the orderly development of agricultural 
marketing in general and cooperative marketing in particular. We, therefore, 
recommended that such coordination may be brought about at the level of the 
Agricultural Production Commissioners at the State-level or through forming 
a coordination committee consisting of the Heads of the above three depart¬ 
ments. We also suggest that the State Marketing Officer, in cases, where the 
Marketing department is not under the Registrar or in other cases the senior 
officer incharee of Marketing wing should be nominated to the board of the 
apex marketing society to guide the society. Similarly, the Marketing Officers 
at the district or taluka levels should be associated with the district/primary 
marketing societies. 
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Staff for supervision of marketing cooperatives. 

16.22. We have observed that no adequate arrangements exist in many 
of the States for supervision and guidance of cooperative marketing and 
processing societies. Inspite of the importance assigned to cooperative 
marketing, processing, in many of the States, there is not even a senior officer 
in the office of the Registrar of Cooperative Societies to attend exclusively 
to these subjects. In the States, where a senior officer is employed, he is not 
given adequate staff to assist him. In almost all the States, no separate staff 
is employed for supervision of cooperative marketing/processing societies at 
the district and lower levels. Often the Assistant Registrar of the district is 
not even given the services of a senior assistant to exclusively attend to the 
work relating to cooperative marketing/processing. Marketing and processing 
are of recent origin and proper supervision and guidance are necessary, if 
these are to succeed. Further, large amounts of government funds are 
invested in these institutions and till such time as they are able to gain suffi¬ 
cient experience, adequate guidance by trained staff of the cooperative de¬ 
partment is necessary. We recommend that in each State, an officer of the 
status of Joint Registrar of Cooperative Societies should be employed exclu¬ 
sively for the work relating to cooperative marketing and processing societies 
with adequate supporting staff as recommend by the Mehta Committee on 
Cooperative Administration. At the district level, each Assistant Registrar 
should be given an officer of the rank next below the Assistant Registrar to 
attend to the above work. There should also be sufficient field staff at taluka 
or other levels as per the norma suggested by the above Committee, till such 
time as the apex societies are in a position to provide effective supervision 
and guidance to the primary societies. 

In States where considerable progress has taken place in regard to large 
scale cooperative processing such as cooperative sugar factories, spinning 
mills, etc., we recommend that a separate senior officer should be employed 
for such societies in addition to the Joint Registrar (Marketing) recommended 
earlier. The State Governments may review the existing arrangements in 
this regard and take early measures to strengthen the staff. 

Audit of Marketing Cooperatives — Need for timely audit 

16.23- A well designed system of regular and efficient audit is quite essen¬ 
tial for the sound growth of any cooperative institution. This assumes greater 
importance in respect of marketing cooperatives which undertake complicated 
activities such as processing, marketing of agricultural produce, distribution of 
agricultural inputs, consumer goods, covering a variety of items. We, how¬ 
ever, regret to observe that in many States audit of marketing cooperatives 
is not being conducted regularly. 

Present delays in audit 

16.24. From the replies to our questionnaires received from primary 
marketing societies, we found that of the 130 societies, which furnished the 
information, the audit of one society was in arrears for 4 years (1960-64), 
while for 9 societies it was in arrears for two years (1962-63 and 1963-64). 
In respect of 95 societies, the audit for the year 1963-64 was not completed 
till about the middle of 1965. Only in respect of 25 societies the audit 
for the year 1963-64 was completed. The position was not in any way 
better even in regard to apex societies. Of the 14 societies which furnished 
the information, the audit of one was in arrears for 3 years (1961-64), 4 
for 2 years (1962-64), and 5 societies for one year (1963-64) till mid 
1965. The audit of only 4 societies was completed upto 1963-64. 
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16.25. It may be seen that the audit of a large number of societies is in 
arrears in many of the States. As already emphasised, timely audit is a pre¬ 
requisite for the efficient performance of marketing cooperatives, particularly, 
both in the interests of the State governments which have invested sizeable 
funds in these institutions and the members themselves. Further, it would 
also facilitate rectification of errors, taking remedial steps, where necessary 
in time. We, therefore, recommend that State Governments should ensure 
that the audit of all marketing/processing societies is completed and audit 
reports, issued within six months from the close of the cooperative year. 

Need for concurrent audit 

16.26. In this connection, we also consider that in institutions like 
marketing societies, which undertake a variety of business activities involving 
risks, concurrent audit is essential, in the interests of the members and office 
bearers themselves to enable them to rectify mistakes, if any, promptly. 
But many of the primary marketing societies may not have adequate work 
for a full-time auditor throughout the year. We understand that in Andhra 
Pradesh and Madras States, there is a practice wherein a group of societies 
situated at the same place or nearby employ a concurrent auditor from the 
Cooperative department for concurrent audit of their accounts. Under this 
system, the group of societies employing the auditor remit to the Govern¬ 
ment the average cost of the post in proportion to the number of days the 
auditor was employed in each individual institution. The auditor continues 
to be borne on the cadre of the Cooperative department, drawing his salary 
from Government and is responsible to the Registrar for the audit. Bigger 
societies which can employ an auditor throughout the year take up the 
services of a full-time auditor from the department exclusively. Under this 
procedure, the societies concerned have the benefit of concurrent audit and 
their final audit is completed without delay. 

16.27. We commend this practice to the marketing/processing societies 
in other areas. While bigger primary marketing societies with large business 
turnover may requisition the services of a full time concurrent auditor, the 
smaller societies may group themselves with other local societies and employ 
a group auditor. In the case of district and apex marketing societies, in 
view of their large transactions envisaged, we recommend that they may 
employ one or more full time concurrent auditors exclusively. Similarly, 
the National Federation should arrange for such concurrent audit. 

Need for revision of audit report forms 

16.28. We have observed that the forms used for preparation of audit 
reports in respect of marketing cooperatives, are in most cases obsolete. 
These forms, we understand, were prescribed over two decades ago and 
they have not been revised to suit the present needs of marketing coopera¬ 
tives. In view of the multi-farious activities the marketing cooperatives are 
now required to undertake, we recommend that the Union Department of 
Cooperation/N.C.D.C. may suggest model forms for audit of marketing/ 
processing cooperatives at various levels for adoption by the State Govern¬ 
ments with such modifications as may be needed to suit local needs. 

Need for supervision and guidance by apex societies 

16.29. Apart from the need for timely audit, we consider that there 
should be other built-in methods by which the working of the marketing 
societies could be constantly supervised and guided by higher level organisa¬ 
tions. In the credit sector, supervision over the primary societies has been 
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assumed by the Central Cooperative banks in most of the States. Similar 
procedure is, however, not followed in the non-credit sector. The Mirdha 
Committee on Cooperation (1965) has recommended, among others, the 
adoption of a positive policy of enabling higher level societies to supervise 
the work of their affiliated constituents, for the following reasons, viz. (i) 
firstly it will provide a sense of belonging to each other, so that the primary, 
the central and the apex societies feel themselves to be part of one integrated 
structure, (ii) secondly, each higher body, through the medium of supervi¬ 
sion, can take promotional interest in propagating the movement, as well 
as protective interest in looking after a constituent society in distress, and 
(iii) thirdly, it will pave the way for the essential transfer of some of the 
statutory functions of the Registrar of Cooperative Societies which the 
federal societies are best fitted to discharge. The Committee, therefore, 
recommended the building up of cadres of qualified and trained personnel 
at apex and central levels for effective discharge of the supervisory and other 
responsibilities including lending of staff on deputation basis to lower level 
societies. 

We are in full agreement with these views and recommend that the apex 
marketing societies should take suitable measures to ensure proper supervi¬ 
sion and guidance over the primary marketing societies. 

Need for systematic evaluation and inspection of the working of marketing 

cooperatives 

16.30. Although organised efforts for the development of cooperative 
marketing and processing have been made since the beginning of the Second 
Plan, no attempts have been made so far for the systematic evaluation of 
their working, for pooling of their experience and removal of deficiencies, 
if any. No research on the various problems faced by these cooperatives, 
as well as the market practices, etc. was conducted cither. Agricultural 
marketing is a complicated process requiring continuous study and evolving 
of new methods to meet the changing needs. Continuous research into the 
methods of agricultural marketing as well as evaluation of the working of 
individual marketing cooperatives are essential to ensure the development of 
the movement on sound and proper lines. There is at present no agency to 
undertake these functions. We were informed that the erstwhile National 
Cooperative Development and Warehousing Board made some attempts for 
the evaluation of the working of select marketing societies a few years back, 
but that the practice was abandoned later. In regard to cooperative credit 
institutions, the Reserve Bank of India undertakes periodical inspections 
through its own regional officers to ensure that the societies are working on 
proper lines. We consider that apart from the inspections conducted by 
cooperative departmental officers, which are more often routine, there should 
be an independent inspection and evaluation of the working of cooperative 
marketing/processing societies by an outside agency, with a view to suggest 
measures for improvement, where necessary and also for pooling of experi¬ 
ence on an All India level. We recommended that the National Coopera¬ 
tive Development Corporation, which is now incharge of the work relating 
to cooperative marketing and processing at the national level, should set up 
a separate Research and Development Cell in its office for undertaking (i) 
continuous research in the methods and trends of cooperative marketing/ 
processing and other agricultural marketing practices, as well as specific 
problems arising from time to time, (ii) evaluation of the working of market¬ 
ing and processing cooperatives at various levels by obtaining periodical 
statement and through visits by the officers of the Corporation to select 
societies, and (iii) to plan and promote programmes for the development of 
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cooperative marketing/processing by undertaking area-wise surveys, etc. 
This apart, the Corporation should undertake, through its officers, systematic 
inspection of the marketing/processing societies assisted by it at various 
levels in the same way as the Reserve Bank of India undertakes in respect 
of cooperative banks and other credit institutions. Such inspection should 
be so designed as to be both constructive and in broad details, complemen¬ 
tary to and not in duplication of the inspection conducted by the State co¬ 
operative departments. 

Need for Market Research 

16.31. Market research is essential to provide data needed for the for¬ 
mulation of programmes and policies for the development of both agricul¬ 
tural marketing as well as cooperative marketing. The Third Five Year 
Plan envisaged that market research should be carried out in the fields of 
marketing costs, margins, grade standards, packing and transport. We 
understand that a beginning has been made recently in this regard by creat¬ 
ing a Market Research Cell in the Directorate of Marketing and Inspection 
and that the Cell is collecting the requisite data in respect of certain selected 
commodities. Many of the market survey reports on individual commodities 
brought out by the Directorate of Marketing and Inspection are very old 
and have become quite out of date. In the absence of reliable statistics 
and other data, cooperatives are handicapped in programming for their future 
development on a realistic basis. In view of the changing market trends 
in the context of increased agricultural production, we consider that there 
is need for undertaking a continuous research on the various problems relat¬ 
ing to agricultural marketing, so that future development of cooperative 
marketing and processing could be done-tailed with reference to the needs 
in respect of each commodity and region. 

16.32. We, therefore, recommend that the Market Research Cell of the 
Directorate of Marketing and Inspection may be suitably strengthened to 
undertake (i) maintenance of uptodate information on important key indi¬ 
cators such as marketable surplus, price levels and trends, etc. and their 
analysis, (ii) study of marketing costs, margins, grades, etc. on a continuing 
basis, and (iii) study of the impact of the various improvement programmes 
on the development of agricultural marketing. It would be desirable to 
establish similar research cells in the State Marketing departments for col¬ 
lection and analysis of the above data on a continuing basis at the State 
level. 

Publication of success stories of cooperative marketing/processing societies 

16.33. There are a number of marketing/processing societies, which 
have achieved a considerable measure of success. The experience of such 
societies in tackling the various problems, the methods adopted, etc. will be 
useful to other cooperatives. We, therefore, suggest that the National Co¬ 
operative Development Corporation may undertake periodical publication 
of the working of such successful societies indicating, in particular, the 
methods adopted leading to their success and circulate them to all marketing/ 
processing cooperatives. 

Statistics relating to cooperative marketing & processing—Need for prompt 

issue 

16.34. Another serious handicap for the proper evaluation of the work¬ 
ing of cooperative marketing/processing is the absence of accurate rad 
timely statistics. The only source of statistic available on cooperative 
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marketing/processing is the “Annual Statements relating to the Cooperative 
Movement in India”, published by the Reserve Bank of India. These are 
now published long after the period to which they relate. For instance, 
the statistics relating to the year 1962-63 were available only in 1965 i.c. 
after a period of nearly two years. The statistics for the year 1963-64 
have been issued only in May, 1966. We have been informed that such 
delays are due to (i) the multiplicity of agencies in each state from which 
these data have to be collected, and (ii) the inordinate delays in furnishing 
the data by the State Registrars and others, which are also often inaccurate 
or incomplete requiring further references. 

16.35. Such bulated publication of the statistical data defeats the very 
object of these statements and serves very little purpose. We suggest that 
suitable measures be taken by the State Governments to furnish the data 
to the Reserve Bank of India and other compiling agencies within three 
months after the close of the cooperative year so that the delays in the 
publication of the statistics can be reduced to the minimum. Much of the 
delay, we understand, is due to collection of data regarding various types of 
societies from different sources, apart from the delay involved in seeking 
clarification, etc. We were informed that in most cases, sufficient attention 
is not bestowed on the work relating to the collection and tabulation of the 
data both at the district and State levels. It is, therefore, necessary to 
streamline and strengthen the administrative arrangements for collection 
tabulation, etc. both at the district and State levels. We recommend that 
the State Governments should review the present arrangements in this regard 
and take suitable measures. 

Statistical tables to contain adequate data 

16.36. We also observed that whereas detailed statistics have been pub¬ 
lished in respect of credit institutions, such details have not been furnished 
in respect of cooperative processing/marketing societies inspite of their 
importance. Though the details of working of all individual cooperative 
central banks, agricultural and non-agricultural credit societies with capital 
and reserves of over Rs. 1 lakh and all primary land mortgage banks are 
published, similar data on cooperative marketing/processing societies are not 
being published. We recommend that the details oT the working of all indi¬ 
vidual apex, district and primary marketing societies as well as processing 
societies may also be compiled and published by the National Cooperative 
Development Corporation as in the case of other credit institutions now 
included in the Statistical Statements of Reserve Bank of India, so that the 
working of individual societies could be analysed. 

Need for publication of adequate data of the working of marketing/process¬ 
ing cooperatives 

16.37. This apart, we consider that the data in respect of marketing/ 
processing societies now furnished in these statements is not adequate in 
several respects. For instance, the following particulars relating to market¬ 
ing/processing societies are not available in the present publications : 

(a) (i) No. of villages in their area of operations 

(ii) No. of villages covered by membership 

(iii) No. of villages from which agricultural produce is received. 

(iv) The percentage of members who market the produce through 
the society. 
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(b) Membership—The number of agricultural credit societies affiliated 
is not separately furnished in respect of primary marketing societies, whereas 
in respect of district/apex societies the break up of the various types of 
societies-members is not given. 

(c) Consolidated basic details of the working of state partnered societies 
are not available separately. 

(d) Borrowings—Clean and pledge/hypothecation credit are not shown 
separately and outstandings at the end of the year are also not shown. 

(e) Purchase and sale of agriculutral produce—Details of agricultural 
produce received from (a) village societies, (b) members directly, (c) from 
non-members are not shown separately. 

Separate figures for sales as owners and as agents are not given in respect 
of individual commodities. 

Similarly sales through higher level marketing societies and otherwise as 
well as operations undertaken as agents of government, e.g. procurement 
etc. are not separately given. 

(f) Agricultural requisites and consumer goods : 

The number of societies undertaking each of those activities are not 
furnished. 

(g) Linking of Credit with Marketing : 

The number of members from whom the credit was recovered is not 
furnished. 

(h) Management: 

The particulars of trained and untrained managerial staff the number of 
societies where officers of cooperative department are working are no* 
shown. 

(i) Audit—The audit classification of marketing societies and No. of 
societies, the audit of which was in arrears for over one year are not shown. 

(j) Marketing of agricultural produce by village credit societies : 

The value of produce collected and marketed through marketing coope¬ 
ratives is not shown. 

In respect of processing units also, additional details would be useful. 
These are only illustrative. We recommend that the National Cooperative 
Development Corporation and the Dapartment of Cooperation at the Centre, 
who are handling the subjects of cooperative marketing and processing, may 
in consultation with the Reserve Bank of India take suitable steps for the 
revision of the existing tables relating to cooperative marketing and processing 
societies so as to make them more informative and useful. 

Need for accuracy of data at the primary? reporting level 

16.38. The way many of the marketing societies furnished the data in 
reply to our questionnaires make us doubt the accuracy of the statistics now 
published. Many of these societies furnished incorrect data even in relation 
to owned capital, working capital, marketing business, etc. We understand 
that at present there is no machinery for scrutinising the data furnished by 
the primary societies. These, it is reported, are mechanically compiled in 
the Assistant Registrar’s office at the district level and the State level data 
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is based on such district-wise figures. We feel that there is every possibility 
of inaccuracies and also duplications. In a few cases, the value of food- 
grains procured through the government agencies for distribution to con¬ 
sumers through fair price shops and consumers cooperatives was, we leam, 
included under ‘value of agricultural produce marketed’, although it was 
more a distribution function and no ‘marketing’ was involved. The State 
Governments may ensure that proper checks are instituted through adequate 
supervisory staff at the district and State levels so as to avoid such errors. 
We also suggest that periodical test checking of the data furnished in the 
annual statements at the primary level with the final audit report for the 
year concerned may be undertaken by the cooperative auditors during their 
audit, and suitable instructions issued to avoid mistakes detected during such 
scrutiny atleast in subsequent years. We consider that it would be useful 
if small pamphlets giving instructions in simple language for filling up each 
column is distributed to all reporting societies and also the bank and 
departmental supervising staff at all levels for guidance in filling up the 
statements. 



Chapter —XVII 

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 
Chapter 'V*— Pattern of Organisation of Cooperative Marketing 
and Processing Societies at various Levels 


1. The future pattern of organisation of marketing cooperative should 

be a two-tier structure, with the apex society at the state level, primary 
marketing societies at mandi l^vel and branches of the apex marketing 
society at district or regional level. (Para 5.10) 

2. In states where a three-tier structure already exists, the existing dis¬ 

trict federations need not be disturbed. Such district federations should, 
however, gradually divest themselves of those functions which legitimately 
fail within the purview of the primary marketing societies in favour of the 
latter. (Para 5.11) 

3. For various practical reasons it is advantageous for marketing co¬ 

operatives to undertake both agricultural marketing as well as distribution 
and supply functions. There is no need now to form separate societies for 
distribution and supply functions alone. (Para 5.13) 

4. No rigid approach is desirable relating to organisation of single com¬ 

modity marketing societies. In non-specialised (general) crop areas, the 
general purpose marketing society can itself deal with all crops. In areas 
where cooperative marketing is not developed, general purpose societies 
should be organised to begin with, as specialisation is not possible at that 
stage. In areas of concentrated development of a particular crop, which 
requires specialisation, e.g. sugar cane, cotton, jute, plantation crops, fruits 
and vegetables, separate commodity societies may be organised, provided 
they can be viable. (Para 5.15) 

5. While the single commodity marketing societies may deal exclusively 

with the marketing and processing of the specified crops, the general purpose 
marketing societies may deal with all other crops in the area. Distribution 
of agricultural inputs should be undertaken only by the general purpose mar¬ 
keting society through the agricultural credit societies. Commodity societies, 
including cooperative processing societies, should not undertake such 
functions. (Para 5.16) 

6. To obviate the likelihood of excess recovery of production loans 

simultaneously by two or more marketing societies located in the same area, 
the marketing societies, in such cases, should make effective arrangements 
for coordination, or in the alternative they may remit the entire sale proceeds 
to the village society concerned, which, after recovering its dues, may pay 
the balance to the farmer. (Para 5.1 7) 

‘Chapters I to IV do not contain any recommendations. 
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7. The recommendations of the Saraiya Committee on Cooperative Pro¬ 

cessing ( 1961 ) that ordinarily processing units not involving substantial 
outlay of block investment, should be established by marketing societies as 
an adjunct to their normal marketing operations are endorsed. In cases, how¬ 
ever, where specialised crops like fruits and vegetables, etc., which require 
special skill and attention, are grown in considerable quantities, in addition 
to the main crop of the area, a separate processing-cunwnarketing society 
can be formed for the purpose, subject to its being viable. Similarly even if 
intially an existing marketing society sets up a processing unit for a commo¬ 
dity, and at a later stage the need for a separate society is felt in view of the 
expansion of production and other activities in respect of such crop, there 
should be no objection to setting up of a separate society for the commodity 
by transferring the processing unit alongwith the share capital of the mem¬ 
bers producing that particular crop, provided such a society can be viable 
and does not affect the viability of the parent society. (Para 5.27) 

8. When a marketing society dealing with more than one crop or activity 

sets up a processing unit, such unit should be treated as an independent 
subsidiary unit of the main society, with separate accounts, balance sheet, 
trading and profit and loss accounts, etc., and independent legal status. The 
membership of the subsidiary unit and its share capital should likewise be 
kept separately from the main society, so that the profits as well the risks 
involved in processing can be borne by the members concerned without in¬ 
volving other members. Suitable steps may be taken to amend the existing 
cooperative law in the various states, wherever needed, to facilitate the for¬ 
mation of such subsidiary units. (Para 5.28) 

9. Wherever primary marketing societies are not located at the mandi 

centres, immediate steps should be taken to shift the headquarters of such 
societies to the mandi centres. It is also necessary to realign the areas of 
operation of the primary marketing societies, wherever necessary, so as to 
ensure that they are co-terminus with the hinterlands of the markets con¬ 
cerned. (Para 5.29) 

10. In the prevailing conditions, the suggestion to confine the member¬ 
ship of the primary marketing societies to village societies alone may not be 
workable for a long time to come. This can be the ultimate goal to be 
achieved, when the village service societies become strong units covering the 
entire agricultural community and capable of undertaking assembling, grad¬ 
ing and pooling of the produce. 

For the present, for various practical reasons, a mixed membership 
consisting of both village service/credit societies and individual growers is 
essential at the level of primary marketing societies. (Para 5.32) 

11. Concerted efforts are needed for not only physical affiliation of all 

agricultural credit/service societies to the respective primary marketing socie¬ 
ties, but also to forge an effective business link between them. Special atten¬ 
tion in this regard is particularly necessary in West Bengal, Assam, Kerala, 
J & K, Orissa, Punjab and Union Territories, where a large number of credit 
societies are yet to be even formally affiliated. (Para 5.36) 

12. State Governments and cooperators should launch an intensive mem¬ 
bership drive through a programme of education, propaganda and persua¬ 
sion to enrol individual growers as members of primary marketing societies. 
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Intensive efforts are needed particularly in Bihar, Assam, Madhya Pradesh, 
Punjab, Rajasthan, Orissa and Jammu & Kashmir where the average mem¬ 
bership is very low. (Para 5.39) 

13. It is desirable to confine the membership of district marketing socie¬ 

ties to primary marketing and processing societies alone, so that they could 
function effectively for the benefit of their affiliated marketing societies and 
also to avoid conflict of interest, which is inevitable in the present hetero¬ 
geneous membership. Efforts should be made to gradually disaffiliate credit 
and other types of societies, not directly concerned with marketing and pro¬ 
cessing, from these district societies. The primary marketing societies 
should have a predominant voice in the management of these district socie¬ 
ties. There should be no place for individuals at the district level society and 
every effort should be made to eliminate the existing individual members in 
these societies. (Para 5.41) 

14. Membership of the apex marketing societies should be open to all 
the district/regional and primary marketing societies as well as processing 
societies in the State so that the apex societies can effectively represent them 
and coordinate their activities. It is not desirable to have agricultural credit 
and other types of societies as members of apex marketing societies and indi¬ 
viduals should have no place whatsoever at this level. It will be necessary 
to reorganise the present membership of the apex marketing societies by dis¬ 
affiliating gradually the societies not directly concerned with marketing and 
processing of agricultural produce as well as individuals. (Para 5.44) 

Immediate steps are also necessary to affiliate all marketing and processing 
societies in each State with the apex marketing society. 


Chapter VI— Management and Personnel 


Management : 

15. As recommended by the Study Team on Cooperative Marketing of 

Specified Plantation Crops, both individual producer-members and member 
societies should have a certain minimum representation on the managing 
committee of primary marketing societies, provided that a certain minimum 
number of individual producers and agricultural societies was enrolled as 
members of such societies. Such minimum may be determined in the light 
of local conditions, but it should be ensured that the share of agricultural 
credit societies is not less than one-third of the strength of the board of 
management, if more than fifty per cent of such societies in the area have 
been affiliated. (Para 6.8) 

16. In addition to the above minimum representation, individual produ¬ 
cer members and member-societies may share the remaining seats on the 
managing committee generally in proportion to the extent to which these cate¬ 
gories of members were having dealings with the marketing society. 

(Para 6.8) 

17. With a view to ensuring that only bonafide producers are elected to 
tlie managing committees of primary marketing societies, it is desirable to 
prescribe in the byelaws of the societies that to be eligible for selection, a 
representative of an affiliated society or an individual member should have 
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sold a sizeable share of the marketing surplus of his produce through the 
marketing society in the preceding two years. He should also undertake to 
sell his produce through the marketing society during his term of office, fail¬ 
ing which he should be disqualified from continuing as director. (Para 6.9) 

18. It is also desirable to lay down in due course similar qualifications 

for voting rights of individual members so that only such members who con¬ 
sistently sell their produce through the society will have a voice in its mana¬ 
gement. (Para 6.10) 

19. For filling up the seats reserved for member-societies and individual 

members, there should be separate electoral colleges for each of the two 
categories of members. In course of time it may be desirable to restrict the 
voting rights to the representatives of only such societies which have arranged 
for collection of produce of their members and its sale through the marketing 
society. (Para 6.11) 

20. There are a few primary marketing societies which, besides dealing 

in the main crop of the area, also deal in other crops, such as fruits and vege¬ 
tables, etc. In such cases, if the crop concerned is exclusively grown by a 
sizeable number of farmers, it is necessary to provide a separate and equi¬ 
table representation for them on the board of management to look after their 
interests. (Para 6.12) 

21. Government nominees on the boards of management of marketing 

societies should be restricted to the absolute minimum, which may be deter¬ 
mined by the State Governments with reference to local conditions such as 
the extent of development of the society concerned, backwardness of the area, 
availability of enlightened cooperative leadership etc. (Para 6.13) 

22. The recommendations of the Ramniwas Mirdha Committee on Co¬ 

operation (1965) regarding nomination by Government to the board of 
management of cooperative societies and the duties and responsibilities of 
government nominated directors are endorsed. (Para 6.14) 

23. The recommendation of the Ramniwas Mirdha Committee on Co¬ 

operation (1965) that producer-cum-traders should not be allowed to 
become full members of marketing societies and that they may become asso¬ 
ciate and nominal members, without right to vote or participation in mana¬ 
gement, is endorsed. (Para 6.15) 

24. Apart from a provision in the bye-laws of marketing cooperatives 

to prevent infiltration of traders in their management, it is necessary that the 
supervisory staff of the cooperative department, central financing agencies, 
and supervising unions, who inspect the societies, should be made responsi¬ 
ble to ensure that such elements are kept away from the marketing societies. 
As recommended earlier, compulsory sale of agricultural produce through 
the society for eligibility to become a director should be insisted upon. As a 
further safeguard, a record of the extent of land cultivated by each member 
should be maintained by each marketing society and no pledge or other 
loans in excess of his genuine requirements based on his normal production 
from the land should be given to any member nor should outright purchases 
be made from such members in excess of such limits. (Para 6.16) 

25. As the district marketing societies are mainly federations of primary 
marketing societies, it is necessary that the representation to primary market¬ 
ing societies should be raised suitably so that they may have an effective and 
LIDeptt ot CD & C/66—10. 
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predominant voice in their management. Special provision should also be 
made for representation to independent processing and special commodity 
societies, if they are in sufficient number and function through the district 
society concerned. (Para 6.171 

26. It is desirable to reserve a percentage of seats on the managing com¬ 

mittees of apex marketing societies separately for district, primary and in¬ 
dependent processing societies, as well as special commodity societies. The 
exact proportion may, however, be left to be decided by each society con¬ 
cerned taking into consideration various local factors. (Para 6.18) 

27. Apart from the apex marketing societies, the membership of the 

National Agricultural Cooperative Marketing Federation should also be open 
to bigger cooperative processing societies of growers as well as special com¬ 
modity federations. There is no need for special representation to the Bharat 
Krishak Samaj in a purely cooperative organisation as the National Federa¬ 
tion. (Para 6.19) 

28. Central and State Cooperative Banks may make suitable provision 

in their bye-laws for special representation exclusively to primary/district 
marketing societies and processing societies at the district level and to the 
apex marketing society at the State level, wherever such a provision does 
not exist already. (Para 6.20) 

29. It is desirable that the local marketing societies or the district mar¬ 

keting society, as the case may be, are represented on the management of the 
cooperative wholesale stores. The wholesale stores may like-wise be repre¬ 
sented on the district marketing societies. Similarly, mutual representation on 
the management of apex./national marketing societies and State/national 
consumers cooperative federations is desirable. (Para 6.21) 

Personnel : 

30. In order to attract competent managerial personnel, common mana¬ 

gerial cadres should be created for the cooperative marketing societies in 
each State. Pending creation of a common cadre, a beginning should be 
made by creating a pool of managerial personnel with the apex marketing 
societies, which could form the nucleus for a common cadre. Thus, the apex 
marketing societies may recruit a limited number of personnel with the 
requisite qualifications and experience on suitable scales of pay and give 
them intensive training for manning the posts of managers/secretaries, etc., 
of marketing societies at the district and primary levels. The personnel from 
this pool can be deputed to marketing societies to replace government officers 
now on deputation or when vacancies arise. Similar arrangements should be 
made for accountants and other senior posts. Graded scales of pay may be 
fixed to suit the needs of marketing cooperatives with different stages of 
development and business turnover. (Para 6.25) 

31. The apex societies should be given a suitable subsidy in the initial 

stages, when the candidates recruited will have to be given training and to 
provide for periods of unemployment, leave, etc. The scheme formulated by 
the National Cooperative Development Corporation in this regard, may be 
implemented expeditiously in all States so that the cadres could be establish¬ 
ed as early as possible. (Para 6.26) 

32. With a view to ensuring that unqualified managers are replaced as 
early as possible, a condition that the marketing society concerned should 
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employ a trained manager from the common pool available with the apex 
society or otherwise where no pool is available, may be stipulated by the 
State Governments before contributing the additional share capital or giving 
managerial subsidy to marketing societies. (Para 6.27) 

33. It is necessary that rules governing the recruitment to the various 
categories of staff should be laid down for all marketing societies, either as 
part of the cooperative rules or in the bye-laws, so as to prevent appoint¬ 
ment of unqualified staff. 

It is desirable to set up, for recruitment to the posts of managers and to 
other senior posts in primary marketing societies, a selection board consist¬ 
ing of representatives of the Board of directors of the society and the State 
Cooperative Department, so that local influence, which it will be otherwise 
difficult to avoid in such appointments, could be reduced to the minimum 
and really efficient personnel could be recruited. 

The managerial subsidy should be made available to existing societies 
also to replace the unqualified staff with trained personnel and it should be 
spread over a period of 3 to 5 years on a sliding scale. (Para 6.28) 

34. In a few States, a large number of government officers of the State 

Cooperative Departments have been deputed to work as managers/secre- 
taries of cooperative marketing societies. In such cases, it seems that the 
suitability of a particular officer for the job is not always borne in mind and 
the postings are made mostly to suit the administrative convenience irrespec¬ 
tive of the aptitude, training and competence of the officer concerned for the 
job. This procedure is not sound in principle, as every officer of the Coopera¬ 
tive Department will not necessarily have the requisite aptitude and business 
acumen, particularly to run a marketing society. (Para 6.29) 

35. If a government officer has to be deputed to a marketing society, he 

should be deputed on the usual foreign service terms and the board of mana¬ 
gement of the society concerned should have full control over him in all mat¬ 
ters relating to his selection, disciplinary control, sanction of leave, writing 
of annual confidential reports on his work and conduct, etc. If financial 
assistance needs to be granted to a society, it should be in the form of cash 
subsidies to meet the cost of such officers deputed, either in full or in part 
according to the patterns of assistance. The recommendations of the Mehta 
Committee on Cooperative Administration (1963) in this regard are 
endorsed. (Paras 6.33 & 6.34) 

36. Directors of marketing societies, while laying down the broad policy 

and principles and ensuring their proper observance by the manager, should 
not interfere with the day to day working of the societies which should be 
the responsibility of the manager. The demarcation of functions between the 
board of directors and manager should be clearly laid down in the bye-laws 
and strictly observed. (Para 6.35) 

37. There is a large number of untrained managers working in coopera¬ 

tive marketing societies. It is essential that the existing untrained managers 
are either deputed for training or if this is not possible, they should be re¬ 
placed as early as possible. Exceptions should, however, be made in respect 
of those who have acquired the required knowledge and experience through 
their long service and who may not, therefore, need any further training and 
are otherwise considered suitable. (Para 6.37) 
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38. In suitable cases, where the marketing societies are weak and unable 

to meet the cost without affecting their financial position, it is desirable that 
the government should meet the expenditure on the training of the existing 
personnel including their salary during the period of training, to enable the 
marketing societies to increasingly depute their managerial staff for training. 
Suitable agreements should be obtained from the personnel sent for training 
at the cost of the societies or government, requiring them to serve the society 
concerned for a minimum period after completion of training and to refund 
the cost of training in case of failure to do so, in order to prevent desertion 
of the candidates after training. (Para 6.38) 

39. The special course in cooperative marketing now conducted by the 

Committee for Cooperative Training has to be more job oriented. The 
trainees should, as a part of their practical training, be attached to the mar¬ 
keting societies for a few weeks during the peak season so that they can 
observe and learn the marketing practices, business techniques, etc. through 
first hand observation. This apart, the need for employing well qualified 
teaching staff with the requisite background of marketing business requires 
no emphasis. It is hoped that the special committee constituted by the Com¬ 
mittee for Cooperative Training for revising the syllabus, etc. for the course 
will suitably revise the syllabus and content of the course to suit the present 
needs and for different categories of managerial personnel and also prescribe 
suitable qualifications for the teaching staff to make the course more useful 
and effective. (Para 6.44) 

40. It may also be desirable to admit a limited number of well-qualified 

private candidates (e.g. graduates in Commerce or Business Management, or 
Cooperation or those who had undergone the basic course in Cooperation 
in a cooperative training institute or the diploma course in cooperation con¬ 
ducted by a University) with necessary aptitude, to the special courses in 
cooperative marketing. This would help in building up a cadre of qualified 
personnel for recruitment to the managerial posts of marketing societies 
straightaway without further training. The content of the course can be suit¬ 
ably amplified to suit the needs of such private candidates. The Committee 
for Cooperative Training and the Union Department of Cooperation may 
consider this suggestion. (Para 6.45) 

41. Special emphasis may be given to ‘cooperative marketing’ in the 
syllabi for the special courses in ‘Marketing’ conducted by the Agricultural 
Marketing Adviser to Government of India so as to make instruction in co¬ 
operative marketing more comprehensive. Close coordination between the 
Agricultural Marketing Adviser and the Committee for Cooperative Training 
is also desirable in conducting the special courses in ‘Marketing’. 

(Para 6.46) 


Chapter VII —Finances for Cooperative Marketing Internal Resources 

42. An average primary marketing society will need a capital base of 
about Rs. 2 lakhs'" to enable it to have a reasonable business turnover. Syste¬ 
matic efforts will, therefore, be necessary to augment the share capital of 
primary marketing societies to enable them to have a minimum capital base 
& Rs. 2 lakhs. (Para 7.20) 
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43. The establishment of a link between cooperative credit ^ and 
marketing should form an integral feature of the programme of agricultural 
credit. It is, therefore, necessary that all primary agricultural societies/ser- 
vice cooperatives in the area of operations of a primary marketing society 
should, as a rule, get themselves affiliated to that society. The central coopera¬ 
tive banks, officers of the State Cooperative departments and the coopera¬ 
tors should take effective steps to achieve this end through a phased pro¬ 
gramme. (P*™ 7 - 21 > 

44. Each primary agricultural credit/service/multi-purpose cooperative 

society should be required to contribute to the share-capital of the marketing 
society to which it is affiliated at the rate of two per cent of its annual loan 
turnover in the preceding cooperative year, rounded off to the nearest mul¬ 
tiple of a share unit. Central cooperative banks should, as part of their pro¬ 
motional activities, render, through their supervisory staff or otherwise assis¬ 
tance in computing the share-capital to be subscribed and in its collection 
and remittance to the marketing society concerned. (Para 7.23) 

45. Efforts should be made, through pursuasion and education, to enrol 

as large a percentage of the individual growers (including those who are 
already members of agricultural credit societies) as possible in the next five 
years. Each such member should be required to take one share as the mini¬ 
mum. A phased programme should be drawn up for each marketing society 
and the active assistance of the supervisory staff of the bank, officers of the 
State Cooperative Departments and others should be availed of for this pur¬ 
pose. (Para 7.24) 

46. It is desirable that each grower member of a primary marketing 

society should be required to subscribe to the share capital of the primary 
marketing society in relation to the services received by him from the society. 
To begin with, every member obtaining a loan on the pledge of his produce, 
should be required to invest a sum equivalent to 2i per cent of the loan taken 
by him, as share capital in the marketing society over and above the mini¬ 
mum share capital already subscribed by him at the time of his admission. 
In other words, the member should have as his share capital not less than 
one fortieth of the amount of pledge loan outstanding against him at any 
time. (Para 7.26) 

47. Every primary marketing society should also endeavour to collect 

annually about one per cent of the value of sale by each member, towards 
share capital, irrespective of the fact whether the produce was brought by 
him direct or through the village society. Such collection may stop when the 
member has accummulated share capital equivalent to approximately 10 
per cent of his average annual sales or Rs. 1,000, whichever is lower or when 
the society has collected adequate share capital and is not in need of further 
capital. To begin with, such compulsory collection may be made by well 
established primary marketing societies and extended to other societies gra¬ 
dually through a phased programme. (Para 7.27) 

48. Members should be pursuaded to reinvest the dividend on the share 

capital and bonus on sales in the marketing society as additional share capi¬ 
tal. (Para 7.28) 

49. Government contribution to the share capital of primary marketing 
societies should be raised substantially so as to reach a minimum of Rs. 1 
lakh per society, so that, with its own matching contribution, each primary 
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marketing society may have a minimum share capital of Rs. 2 lakhs. This 
limit of Rs. 1 lakh may be suitably enhanced by the State governments, 
wherever necessary on merits of each case with reference to local conditions 
and special needs either in respect of a specified category or class of socie¬ 
ties or in respect of an individual society, e.g. societies dealing in plantation 
crops, etc. requiring large capital or those in under-developed areas where 
members may not be able to raise matching contribution (in the ratio of 
1:1). (Para 7.29) 

50. The enhanced government contribution of Rs. 1 lakh should be paid 
in four equal instalments of Rs. 25,000 each or in such larger number of 
instalments as the State governments may deem fit on merits of each case. 
Each successive instalment may be paid to the society concerned without 
prior matching contribution from its members, if the State government con¬ 
cerned Is satisfied that the society will be able to raise the member’s part of 
share capital within a reasonable time. Such matching contribution should, 
however, be raised within a period of two years from the date of government 
contribution and further instalments should be paid only after the earlier 
contributions are matched. 

In the case of new primary marketing societies, the first instalment of 
government share capital should be contributed only after the society con¬ 
cerned has raised a certain minimum amount of share-capital from its mem¬ 
bers. Such minimum may be fixed by the State governments for each such 
society with reference to local conditions. (Para 7.30) 

51. Primary marketing societies whose share capital from their members 

is below Rs. 25,000 should be asked to bring it up to at least a minimum 
level of Rs. 25,000 within a stipulated time. If a society fails to do so, it 
would be preferable to cancel its registration. The State governments should 
review the position in this regard and give an ultimatum to such societies to 
take effective measures to raise their members’ share capital within a stipu¬ 
lated time. (Para 7.31) 

52. The apex marketing societies should take steps to affiliate the mar- 

keting/processing societies which have not been affiliated so far. Each pri¬ 
mary or district marketing society may be required to invest in the share 
capital of the apex society an amount equal to 5 per cent of its own share 
capital. In turn, each apex marketing society may be required to invest 5 
per cent of its total share capital in the share capital of the National Federa¬ 
tion. (Para 7.32) 

53. The ratios of government contribution to members’ contributions to 
the share capital of primary marketing societies already prescribed by the 
National Cooperative Development Corporation are generally adequate and 
require no modification. For the purpose of computing the matching contri¬ 
bution of members for subscribing government share capital in respect of 
primary marketing societies, the total owned funds of the society concerned 
may be taken into account instead of members’ share capital alone. 

(Para 7.37) 

54. The State governments should, as already indicated by the National 
Cooperative Development Corporation, have discretion to further relax the 
ratios between the members and government contributions to the share capi¬ 
tal of primary marketing societies in suitable cases within the State with re¬ 
ference to local conditions and needs, either in respect of a specified area 
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because of its backwardness, etc. or for a specified category or class of socie¬ 
ties or in respect of an individual society based on its special needs and cir¬ 
cumstances. Similarly, the State governments should be free to prescribe a 
higher ratio for members’ contribution in respect of well developed sureties, 
even though for the State as a whole a lower ratio has been prescribed. 

(Para 7.38) 

55. Central and State governments should not insist on any ratio between 

members’ share capital and government contribu vi in respect of marketing 
societies at the National, State and district/regional levels. Similarly on the 
analogy of State/district level credit institutions, there should be no upper 
ceiling for these institutions and the quantum of government share capital 
should be decided with reference to needs and merits in each individual 
case. (Para 7.39) 

56. The procedure adopted by some of the State governments in requir¬ 
ing marketing cooperatives to retire the government share capital in annual 
instalments soon after the receipt of State contribution defeats the very object 
of such State participation. The retirement of government share capital may 
be commenced after the society concerned has collected share capital from 
its members to the extent of Rs. 2 lakhs or 10 years after the date of last ins¬ 
talment of government contribution or 15 years from the date of first instal¬ 
ment of government contribution, whichever is earlier. The retirement, after 
it has commenced, may be spread over a period of ten to fifteen years, depend¬ 
ing on the stage of development of the society concerned. 

As regards the national, apex and district/regional marketing societies, 
as in the case of similar organisations in the field of cooperative credit, govern¬ 
ment share capital should be for an indefinite period, unless the society con¬ 
cerned desires to retire it earlier. (Para 7.42) 

57. The pattern of graduated scale of interest followed by the Reserve 
Bank of India in respect of interest on its loans to State governments from the 
National Agricultural Credit (Long Term Operations) Fund for share capi¬ 
tal contributions to credit institutions may be adopted by the National Co¬ 
operative Development Corporation also in respect of its loans to the State 
governments for share capital contribution to marketing societies. The loans 
for the purpose from the Central Government to the National Cooperative 
Development Corporation may also be on similar terms. (Para 7.44) 

58. Retirement of government share capital should be made only from 

ont of the additional contributions from members to the share capital after 
the optimum level is reached, so that members’ share capital can take the 
place of government share capital to the extent the retirement of the latter 
is effected. It is not considered necessary to create a separate ‘capital redemp¬ 
tion fund’ from out of profits for such retirement, as such a procedure will 
only weaken the capacity of the institution to declare dividends, without any 
corresponding benefits either to the institution concerned or to the govern¬ 
ment. There should however, be no objection in strengthening the normal 
reserve funds of the societies and for redemption of government share capital 
from out of such funds. (Para 7.45) 

59. It is necessary to increase the members’ deposits in the marketing 
societies, because they will not only provide sufficient funds to the coopera¬ 
tives, but also inculcate the habit of thrift among the members. In many 
foreign countries the system of ‘revolving fund’ is adopted by marketing 
societies, wherein each member allows the society to retain a part of his sale 
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proceeds and other amounts due to him as a deposit repayable with interest 
after a fixed period. In India, the arecanut marketing societies in Mysore and 
cotton sale societies in Gujarat have built up sizeable deposits from their 
members. The practice adopted by some of these societies is to have a cur¬ 
rent account for each member to which all amounts due to him by the society 
are credited. Although most of the amounts so deposited are withdrawn, yet 
a sizeable amount still remains with the society. The above practices may be 
adopted by the other marketing cooperatives for collecting deposits. 

' ' ' (Para 7.47) 

60. Fifty percent of the statutory reserve fund of primary marketing 

societies may be invested in the higher tier of the cooperative marketing 
structure, while the remaining fifty per cent may be utilized in their own busi¬ 
ness. The apex marketing society may, however, be permitted to utilize its 
reserve fund for its business operations. (Para 7.50) 

61. Marketing societies, which have invested bulk of their reserve funds 

in government securities, debentures, etc. and also in fixed deposits of co¬ 
operative central banks, should take suitable measures to encash such securi¬ 
ties and/or to withdraw the deposits with banks so that the funds would 
become available for marketing activities. (Para 7.51) 

62. As suggested by the Reserve Bank of India, marketing societies, 
which have invested large funds in the shares of other cooperative institu¬ 
tions with which they have no direct business dealings, should take suit¬ 
able steps to dispose of or reduce such investments as early as possible. 
Similar economies in regard to investments in furniture, fittings, building?, 
transport vehicles, etc. should also be made so that the available owned re¬ 
sources with the societies could be conserved for their marketing operations. 

(Para 7.52) 


Chapter VIII—Finances for Cooperative Marketing External Resources 

63. State Bank of India should give high priority to the requirements 
of cooperative marketing structure. The Bank should take immediate steps 
to provide adequate funds to meet the requirements of marketing coopera¬ 
tives in consultation with the State governments concerned. (Para. 8.15) 

64. The Reserve Bank of India may consider permitting the State Bank 

of India to borrow from it additional funds at bank rate to enable the State 
Bank to meet the requirements of marketing societies in regard to their 
marketing activity in ail areas and distribution functions in areas selected for 
intensive agricultural development. Such advances to the State Bank may 
be to the extent of the advances made by the bank for financing marketing 
cooperatives either directly or indirectly over and above the credit limits 
sanctioned to such societies as on 31-3-66. (Para. 8.16} 

65. The Government of India may also explore the possibilities of ob¬ 

taining advances from PL. 480 account with a view to augmenting the 
resources of the State Bank of India for meeting the short-term financial 
requirements of marketing cooperatives. (Para. 8.17) 
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66. Considering the overall benefits and in the interests of maintaining 

an integrated cooperative structure, it will be advantageous for marketing 
societies to obtain marketing finance from the State Bank of India through 
the normal cooperative banking structure. It is desirable, therefore, to route 
the State Bank of India finance through the normal cooperative banking 
structure as far as possible. (Para. 8.22) 

67. It is not, however, desirable to follow a rigid pattern in this regard. 
A flexible approach is necessary depending on the needs, circumstances and 
merits of each case. Thus while, as a general rule, the marketing societies 
should obtain their finance from the cooperative banking structure as far as 
possible, exceptions may have to be made in case of individual societies 
according to local need’s and other factors. In areas where cooperative 
financing agencies are weak or unwilling to finance marketing/processing 
societies, the State Bank of India may finance such societies directly with 
the concurrence of the Registrar of Cooperative Societies or the State Co¬ 
operative Bank concerned. Such consent may be a general one or special 
one for the occasion as the case may be, according to needs. (Para. 8.23). 

68. The cooperative central banks are now required to give their con¬ 

sent to enable marketing societies obtain marketing finance directly from 
the State Bank of India. Some of these banks are reported to have been 
reluctant to give such consent, even though they were unable to finance 
such societies. This practice should be deprecated. Since the Registrar 
or the State Cooperative Bank will be fully aware of the financial condition, 
etc. of the cooperative central bank concerned, it should be sufficient for 
either of them to give the concurrence to enable the marketing society to 
obtain finance directly from the State Bank of India. (Para. 8.24) 

69. It should be ensured that the margin of interest between the State 
Bank of India lending rate to the state cooperative banks and the lending 
rate to marketing societies does not exceed three-fourths per cent in all, in 
respect of marketing finance obtained from the State Bank of India. 

(Para 8.25) 

70. Considering the security involved and the saving in time, labour 
and establishment charges, etc. that would result to the State Bank of India 
in case of bulk lending through the cooperative banking structure, as against 
dealing with numerous individual societies, the State Bank of India may 
consider reducing the rate of interest to cooperative banks in respect of 
marketing finance so that the difference between the direct and indirect 
pending could be eliminated altogether or reduced to the minimum. 

(Para. 8.26) 

71. While there is need for initial government contribution to the share 

capital of marketing societies to make them viable for carrying on their 
normal functions, such contributions on a large scale merely to enable 
them to raise additional finances required for special schemes such as pro¬ 
curement work price support schemes are not desirable and should be 
avoided. (Para 8.34) 

72. The present limits stipulated by the Reserve Bank of India for bor¬ 
rowings by marketing societies may hy and large, be sufficient to enable the 
developed marketing societies to undertake their normal operations. But 
these standards will require relaxation when the societies undertake special 
schemes such as price-support and procurement schemes, etc., involving large 
outlay of finance, with little trade risks. Where the need for additional 
finance is justified with reference to the activity proposed to be undertaken 
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and the operational efficiency of the society concerned and if the State gov¬ 
ernment concerned guarantees the repayment of such loans, there should 
be no specific limit for such borrowings in relation to the owned funds of 
the societies concerned. The cooperative banks should thus have discretion, 
in such cases, to grant clean limits beyond twice the owned funds of market¬ 
ing societies on merits of each case, taking into account the nature and 
extent of government guarantee and the requirement of funds in relation 
to the activity proposed to be financed. The government guarantee in such 
cases should be against default and not only against losses. (Para. 8.35) 

73. The following relaxations in respect of the Reserve Bank’s direc¬ 
tives are recommended till the end of the Fourth Plan period to enable 
the marketing societies to strengthen their capital base in the intervening 
period. Such relaxations should not, however, be made in respect of all 
marketing societies as a matter of course but only on merits of each case 
after proper scrutiny taking into account the needs, its operational efficiency 
and other relevant factors :— (Para. 8.36) 

(i) The relaxation (a) to grant clean credit to marketing societies 

along-side of a pledge and or hypothecation limit, and (b) to 
permit reduced margins in respect of pledge/hypothecation loans 
in cases where the business is wholly on government account or 
if the margin is guaranteed by the government, now allowed by 
the Reserve Bank of India upto 30th June, 1967, may be ex¬ 
tended upto the end of Fourth Plan period, wherever neces¬ 
sary. (Para. 8.37) 

(ii) Central cooperative banks may be allowed discretion to grant, 

on the recommendation of the State Registrar of Cooperative 
Societies, clean credit upto twice the owned funds of market¬ 
ing societies on merits of each case with reference to actual 
needs for both marketing and supply/distribution activities and 
the soundness of the society concerned without insisting on 
government guarantee. (Para. 8.38) 

(iii) The total owned funds of a marketing-cwm-processing society, 
including investments in fixed assets but excluding losses in¬ 
curred and/or other unrealisable assess, may be taken into 
account for the purpose of determining the extent of clean 
accommodation to be allowed by a cooperative bank to such 
society. The clean credit limits in such cases need not, how¬ 
ever, be granted always to the full extent of the owned funds, 
but limited to the actual needs on merits of each case. 

(Para. 8.39) 

(iv) Marketing societies should, as a general rule, arrange to recover 

the dues of village credit societies from the sale proceeds of 
the produce brought by their members and/or from pledge 
loans granted to them. But since such compulsory recovery 
may not be practicable immediately in all cases for various 
reasons, it may be introduced in select areas in each State 
where cooperative marketing is well developed and extended 
to other areas gradually in a phased manner. (Para. 8.42) 

Where relaxation from compulsory recovery of dues to credit 
societies is given as indicated above, clean and pledge/hypo¬ 
thecation loans should not be withheld by the cooperative banks 
for non-recovery of such dues. 
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74. So long as the system of ‘trade credit’ exists and is not legally pro¬ 

hibited and the marketing societies are required to follow the practice, 
measures will have to be found to provide the marketing societies with ade¬ 
quate funds for the purpose. ‘Trade credit’ should, therefore, be brought 
within the purview of ‘marketing of crops’ for purposes of utilising Reserve 
Bank’s credit, so that cooperative banks could advance credit to marketing 
societies for the purpose and be eligible for refinance facilities from the 
Reserve Bank of India. (Para. 8.45) 

75. Marketing societies should take suitable precautions against misuse 

of ‘trade credit’ by the traders and also against losses. They should main¬ 
tain a confidential record of the credit worthiness and solvency of buyers, 
who may be selected with great care. Appropriate credit limits as well as 
the duration of such credit should be fixed and revised from time to time 
and the buyer should be allowed ‘trade credit’ only within the limits so 
fixed. It is also necessary to ensure that the overall trade credit outstanding 
at any time does not exceed the owned funds of the marketing society 
concerned. The supervisory staff of the State cooperative departments as 
well as the cooperative financing agencies should also scrutinise carefully 
the ‘trade credit’ accounts during their inspections with a view to prevent¬ 
ing malpractices such as repayments by book-adjustments, etc. Where such 
credit remains unpaid for an unreasonably long period, interest should be 
charged. Buyers who are allowed ‘trade credit’ should be admitted as ‘nomi¬ 
nal’ members of the marketing society to facilitate settlement of disputes 
through ‘Arbitration’ under the Cooperative Societies Act instead of going 
to civil courts. (Para. 8.46) 

The possibilities of evolving a suitable system of credit insurance by 
the Insurance Companies may also be explored so as to cover the risks 
involved in this regard. 

76. It is understood that the commercial banks, in certain cases, allow 

the removal of goods by the buyer of the goods without repaying the pledge 
loan granted by the banks, provided (i) the credit rating of the owner of 
the goods is good and the bank will be able to realise the amount even if 
the buyer does not ultimately make payment for the goods or pay a smaller 
amount than what was originally agreed upon, and (ii) a hypothecation 
agreement and a trust deed are executed by the original owner and the 
buyer of the goods hypothecating the goods to the bank and agreeing to 
clear the loan to the bank within a specific period. The Reserve Bank of 
India may examine if a similar procedure could be adopted by the co¬ 
operative banks. (Para. 8.47) 

77. Besides the loans granted on pledge of agricultural produce to 

marketing societies, the cooperative banks, particularly those whose own 
resources may not be adequate for the purpose, may be permitted to utilise 
Reserve Bank’s finance for ‘marketing of crops’ for die drawals under 
clean limits granted to marketing societies for (i) grant of loans on pledge 
of agricultural produce of their members pending its repledge to the bank, 
(ii) for making outright purchases of agricultural produce from their mem¬ 
bers, and (iii) for providing ‘trade credit’ to buyers of agricultural produce 
where such system is in vogue. (Para. 8.49) 

The agricultural credit societies should accept full responsibility for 
■the purchase of the agricultural inputs from marketing societies and for 
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their sale to their members on their own account, the marketing societies 
undertaking only the procurement of the inputs, their stocking and supply 
to the village societies. The State governments should take suitable mea¬ 
sures to strengthen the resources of the agricultural credit societies. 

(Para. 8.51) 

78. In Chapter XIV it was recommended that the agricultural inputs 

should be supplied by the State governments to marketing societies on 
‘consignment’ basis. But it may take some time for implementing this 
procedure. The Reserve Bank has recently allowed credit for financing 
distribution of fertilizers. The marketing societies will need funds for pro¬ 
curing other inputs and consumer goods. To the extent marketing societies 
are required to pay cash for these goods, they should be allowed by the 
cooperative banks, pledge/hypothecation credit and also, where necessary, 
clean limits, subject to over all limits recommended earlier, for the above 
functions. (Para. 8.52) 

As cooperative banks will not be able to utilise Reserve Bank’s funds 
for the purpose and since many of these banks may not be in a position 
to meet such requirements from their own funds, the State governments 
should make suitable arrangements with the Reserve Bank of India and/or 
the State Bank of India to provide the necessary funds to the cooperative 
banking structure for the purpose. 

79. (i) It was suggested that in order to induce the cooperative banks 
to enlarge their financing operations for agricultural marketing, a ‘special 
marketing finance risk fund’ might be created at the level of each coopera¬ 
tive central bank on the lines of the ‘special bad debt reserve fund’ created 
in credit institutions for financing weaker sections and also industrial co¬ 
operatives. The apex and central banks may contribute to the fund annually 
at a certain percentage of the margin of interest earned by them on the 
total amount of marketing finance, including clean, pledge/hypothecation 
loans, provided by them during the year, while the State governments may 
contribute at a percentage of the additional marketing finance advanced 
by the cooperative banks during the year over and above the loans advanced 
by them in the preceding year. The borrowing marketing societies may 
also be required to contribute at a percentage of the amount borrowed . Any 
losses incurred by cooperative banks in financing marketing societies are 
to be met from this fund subject to the prior approval of the registrar. 

(Para. 8.53). 

(ii) Another suggestion made was that, on the analogy of the scheme 
for financing industrial cooperatives by the central cooperative banks, the 
Government of India and State Governments may bear a proportion of 
the losses arising out of non-recovery of marketing finance granted to 
marketing societies. (Para. 8.54). 

The Committee could not examine these suggestions in greater detail 
for want of adequate data. However, as the arrangements suggested may 
satisfy the cooperative banks and will be in the interests of both the banks 
and the marketing cooperatives as well as the State governments, who 
are often required to stand guarantee in each individual case, the Govern¬ 
ment of India may consider the suggestions further. (Para. 8.55). 

80. The criteria recommended by the Mehta Committee on Coopera¬ 
tive Credit for reckoning the ‘owned funds’ of cooperative societies may 
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be adopted for reckoning the ‘owned funds’ of marketing societies at vari¬ 
ous levels for purposes of fixing their credit limits. (Para. 8.57). 

81. The existing ratio between the share capital investment and borrow¬ 

ing limits in respect of clean loans obtained by marketing societies from 
cooperative banks is high in many areas and requires reduction. The 
ratio may be reduced suitably with reference to local conditions so that 
the burden on marketing societies may be reduced. (Para. 8.58). 

82. The present ratio between the share capital investment by market¬ 

ing societies in cooperative banks and their borrowing limits in respect 
of pledge or hypothecation loans may be reduced to 1 :100 wherever 
the ratio is now higher i.e. for every share of Rs. 100, the society should 
be eligible for a pledge/hypothecation loan of Rs. 10,000. To enable the 
cooperative banks to borrow adequately from the Reserve Bank of India, 
the State governments may contribute additional share-capital to the central 
cooperative banks, wherever necessary. (Para. 8.60). 

83. The present maximum borrowing limits of marketing cooperatives 

prescribed in their bye-laws may be re-examined and wherever they are 
found to be inadequate, they may be suitably enhanced to meet their needs 
in respect of pledge/hypothecation credit or separate limits may be fixed 
for such credit. (Para. 8.62). 

84. In some of the States, it was reported that under the existing law 

or under various agreements, the State governments have a statutory first 
charge over all the assets including stocks, etc. of the cooperative socie¬ 
ties in respect of the amounts due to the government. This stands in the 
way of marketing societies obtaining adequate finance from the banks. 
This is a very undesirable practice which would strangulate the societies 
as no bank will be willing to risk its funds in the face of government’s 
first charge. The State governments should immediately re-examine this 
aspect and remove the impediment, so as to enable the marketing coopera¬ 
tives to function efficiently. (Para. 8.63). 

85. In view of the need for large amounts of finance by marketing 

societies during the Fourth Plan period, the State governments may assist 
the deserving societies by standing guarantee for their borrowings wherever 
necessary, in pursuance of an accepted economic policy. The guarantee 
should be against default and not only losses. (Para. 8.64). 

86. The scheme of guarantee to cooperative banks, State Bank of India 

and its subsidiaries and select commercial banks for the finance provided 
to consumer wholesale stores and State and National Federations of con¬ 
sumers stores recently introduced by the Government of India may be 
made applicable to the apex and district/regional marketing cooperative 
societies, as well as primary marketing societies having a sizeable turnover 
of consumer business, in respect of finance required by them for undertak¬ 
ing distribution of consumer goods in rural areas. (Para. 8.66). 

87. Whenever cooperatives are utilized for procurement or price-sup¬ 
port operations under government schemes, the State governments, Food 
Corporation of India, State Trading Corporation or other government agen¬ 
cies, as the case may be, should assume full responsibility for providing 
the cooperatives with sufficient advances to enable them to undertake the 
operations. Such advances, which should be interest free, should be pro- 
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vided to the apex marketing societies, which should in turn distribute them 
to the primary/district marketing societies according to needs. (Para. 8.68). 

Wherever, however, the State Governments, etc. are unable to provide 
the funds for the purpose from their / own resources, they should them¬ 
selves make arrangements to obtain such finances directly from the State 
Bank of India or other agencies and advance them to the apex cooperative 
marketing society concerned, as the owned resources of cooperative market¬ 
ing societies cannot permit such large scale borrowings. 

88. Marketing cooperatives should not be required to bear the burden 

involved in holding buffer stocks on behalf of the government. Payment 
for stocks delivered to government, etc. should be made without undue 
delay. In case marketing societies are required to hold the stocks for 
some time, the government or other agencies concerned should pay the 
marketing societies for the stocks and allow the societies to keep them in 
storage as agents of government, etc. through suitable arrangements regard¬ 
ing storage costs, insurance etc. (Para. 8.70). 

89. With the expansion of cooperative credit as well as cooperative 

marketing envisaged in the coming years, it is necessary that all cooperative 
central banks should open branches at the headquarters of all primary mar¬ 
keting societies, which are located in the ‘mandis’. It will be preferable if 
both the branches and the marketing societies are located in one and the 
same building or in adjoining buildings. (Para. 8.71). 

Note:—Shri K. C. Cheriyan, representative of the Reserve Bank of 
India on the Committee, is not in agreement with the recommendations 
73(ii), 74 and 77 of Chapter VIII, given in the Summary of Conclusions 
and Recommendations. These have reference to paragraphs 8.38, 8.45 
and 8.49 respectively. 


Chapter IX— Business Techniques 

90. The goal of every marketing cooperative should be to endeavour to 

undertake the sale of its members’ produce after grading, pooling and 
bulking, processing where necessary, in the most favourable consumers/ 
terminal markets through the aid of higher level organisations so that the 
grower could get the best price for his produce without involving any risk 
to the society. For this purpose, the marketing societies, the cooperators 
and the State Governments should undertake a systematic campaign for 
acceptance of the practice by the growers. (Para. 9.7). 

91. It will be advantageous if only one or two varieties of the same crop 
are grown in a village or group of villages under similar conditions, as it 
would help in pooling of the produce, grading, as also their transport and 
bulk storage. The State Governments and also the cooperatives may make 
concerted efforts in this direction through distribution of uniform variety of 
seeds best suited to the area and through education and propaganda. 

(Para. 9.9), 
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92. Even while selling the produce of their members as commission 

agents, the marketing societies should undertake grading and processing, 
where necessary, before sale so that the consequential benefits in price could 
be passed on to the producer. It may be difficult to do so in respect of the 
produce of the smaller growers in view of the small lots involved. But it 
should be the endeavour of these societies to pursuade such smaller growers 
to agree to pooling of their produce, after sorting each lot into separate 
grades. (Para. 9.11). 

93. While sale after pooling and grading as agents of members, is an 

ideal arrangement for cooperative marketing societies, for a variety of rea¬ 
sons pooling of produce may not always be practicable under the prevailing 
market practices. If the marketing cooperatives are to serve the small pro¬ 
ducers, they should be prepared to make outright purchases, subject to cer¬ 
tain limitations, ,so as to conform to the present normal practice adopted by 
the trade. Such outright purchases should, however, be considered as an 
un-avoidable necessity under certain circumstances and they should, there¬ 
fore, be viewed as a transitional stage in the development of cooperative 
marketing. (Para. 9.19). 

94. The scheme of outright purchases by marketing cooperatives for¬ 

mulated by the Government of India may be continued during the Fourth 
Plan period and it may be extended to all good working marketing soci¬ 
eties satisfying the prescribed conditions during the course of next two 
years. It is also necessary that the progress in implementing the scheme 
should be reviewed periodically, both at the State and national levels, in 
order to pool experience and also to remove any difficulties or deficiencies 
found in its working. (Para. 9.20). 

95. Losses arising out of outright purchases made under the scheme 
should be met from the contributions to the price fluctuation fund by the 
Government and the society in the ratio of 2 :1. In other words, two-thirds 
of the loss may be met from the price fluctuation fund of the society con¬ 
cerned contributed by the government, while the remaining one-third may 
be met from the price fluctuation fund created by the society and where 
it is not enough to meet it, from out of its other general funds. (Para. 9.23). 

96. As far as practicable, outright purchases may be undertaken jointly 
by higher level organisations such as the district or apex marketing socie¬ 
ties and the primary marketing societies. The funds, risk and profits may 
be shared jointly by these institutions on an agreed basis. (Para. 9.25). 

97. The apex marketing societies and the National Federation should 

endeavour to find avenues for the sale of the produce of their member socie¬ 
ties at the moet favourable terminal markets and arrange to sell the produce 
at such markets directly, undertaking intra or inter-State trade or export 
where necessary for the purpose. (Para. 9.26). 

98. It would be advantageous both to the consumer and the producer 
if an effective link is established between marketing and consumers 
organisations at various levels. If the measures already suggested by the 
National Coop. Dev. Corporation and the National Marketing Federation 
for forging an effective link between marketing and consumers cooperatives 
are implemented, considerable progress can be made in this regard. The 
Central and State Governments, which have invested considerable funds in 
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the consumers cooperatives may, in the larger interests of both the consumers 
and the producers, pursuade these cooperatives to obtain their requirements, 
as far as possible, from the marketing cooperatives. (Para. 9.27). 

99. Every primary marketing society should arrange for grading of the 
produce before its marketing. To begin with, the marketing societies selec¬ 
ted under the scheme of outright purchases, as also those selected for pro¬ 
curement of foodgrains, etc. under State procurement schemes may under¬ 
take such grading, ag these societies will be in a position to pool the produce. 

(Para. 9.30). 

100. As grading is a necessary adjunct for the orderly marketing of 

agricultural produce, the State governments should provide adequate faci¬ 
lities for grading of farm-produce at all assembling points. This service 
may be made available to the cooperative marketing societies at a nominal 
cost. Where a cooperative marketing society handles a sizeable share of the 
arrivals of the produce in the market concerned, the special grading staff 
may be provided to it by the Government. (Para. 9.33). 

101. The Directorate of Marketing and Inspection may arrange to fix 

broad regional grade specifications for all important agricultural commo¬ 
dities wherever they have not already been fixed. (Para. 9.34). 

102. In the absence of compulsory grading for internal consumption, the 

Central/State Governments should take suitable measures to popularise 
grading through government publicity media. (Para. 9.34). 

103. All marketing societies dealing in agricultural produce, which re¬ 

quire to be processed, should take suitable measures to establish processing 
units a|s adjuncts to their marketing activity. Such units may be set up by 
the district or State marketing societies, where they are intended for the 
benefit of a group of marketing societies. (Para. 9.35). 

104. The primary marketing societies should take suitable measures to 
provide creature comforts like provision of accommodation to stay, facili¬ 
ties for drinking water, parking of carts, etc. at the mandi centre to their 
members coming to the mandi, in the same way as private traders do. 

(Para. 9.36). 

105. The primary marketing society situated at the mandi can play 

a key role in undertaking certain service functions for the benefit of the 
farmers in its area of operations. Thus, besides undertaking marketing of 
their agricultural produce, distribution of agricultural inputs and supply of 
consumer goods, a marketing cooperative can establish a small workshop 
for undertaking repairs and servicing of agricultural implements like pump 
sets, oil-engines. It can employ a few mechanics who can go round the 
villages periodically for undertaking servicing and minor repairs on the 
spot. It can also own small tractors, oil engines or other modem agri¬ 
cultural implements for hiring to the farmers. It can, in collaboration with 
the Government departments concerned, set up an information centre, 
wherein latest methods of farming together with results of demonstrations 
with new fertilisers, seeds, implements can be exhibited. The State Govern¬ 
ments can provide suitable grants to the marketing cooperatives for the 
purpose. (Para. 9.37). 
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These functions should, however, be taken up only as a supplement to 
their normal economic functions which should not be neglected. 

106. All good working marketing societies having a -sizeable turnover 

may be enabled to purchase lorries of their own during the Fourth Plan 
period. (Para. 9.38). 

107. Public carrier permits may be given liberally to the marketing 

societies owning lorries, so that the lorries could be utilised during the idle 
periods and thus reduce the overhead costs. In order to enable the market¬ 
ing societies to transport their produce to the consuming markets, inter¬ 
district and inter-State route permits may be given to such societies liberally 
wherever necessary. (Para. 9.39). 

108. As a general rule, marketing cooperatives, subject to availability 

of wagons, may be given higher priority in allotment of wagons for the 
movement of agricultural produce by railway for intra, inter-State and 
export trade. (Para. 9.40). 

109. Government departments and Government controlled or aided 

institutions may give positive preference to marketing cooperatives in obtain¬ 

ing their requirements of agricultural produce. Wherever the State market¬ 
ing society or the national federation is in a position to undertake supplies 
on terms comparable to those prevailing in the markets, they should, as a 
general rule, be given contracts by the Government departments, etc. The 
ratqs may be fixed through negotiations with reference to prevailing whole¬ 
sale market rates and previous contract rates. (Para. 9.44). 

110. The Agricultural Marketing Adviser to the Government of Indr a 
may, in consultation with the Departments of Cooperation at the Centre and 
the States, undertake a detailed study of the provisions of the Agricultural 
Produce Markets Acts in various States vis-a-vis the working of the market¬ 
ing cooperatives and suggest suitable measures to remove the impediments, 
if any, for the proper functioning of cooperatives in the Regulated Markets. 

(Para. 9.47). 

111. Marketing societies should be enabled to make outright purchases 

of agricultural produce from the producers either directly or through the 
village societies, both at the village level and in the market area, without 
being required to bring the produce to the market yard or to purchase it 
through open auctions, through the regulated markets. In such cases, the 
Regulated Market Committees should, however, be furnished with details 
of all such transactions by the marketing societies for purposes of their 
record. The marketing societies may also remit the necessary market fees 
to the Committee. Marketing societies should also be permitted to recover, 
from the sale proceeds of the produce of their members (including those of 
their affiliated agricultural credit societies), thp production loans and other 
charges due to the societies from such members. (Para. 9.48). 

112. The measures suggested by the Conference of Apex Marketing 
Societies and Joint Registrars (Marketing) held at New Delhi in August, 
1964 for promoting inter-State trade by cooperatives are endorsed for early 
implementation. The marketing societies, which undertake outright pur¬ 
chases should, as far as possible, arrange to dispose of the produce so pur¬ 
chased directly in the terminal markets after pooling, grading and process¬ 
ing, wherever necessary, with the help of the apex and national federations. 
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In regard to foodgrains and some other commodities which are subject to 
certain restrictions on their movement, the State Governments should en¬ 
courage and give positive preference to cooperatives for inter-State trade, 
wherever movement of such restricted commodities from State to State is 
allowed. (Para. 9.53). 

113. The National Federation should explore the foreign markets and 

undertake export of agricultural produce increasingly in conjunction with 
the apex marketing societies. (Para 9.56). 

114. The National Federation may set up Export Cells in its Office for 

various commodities for the purpose of collecting market intelligence re¬ 
garding foreign markets, information regarding export policy and proce-- 
dures, establishing contacts with the buyers in foreign markets, etc. and 
to draw out specific programmes for promotion of export. They should 
also render advice to the apex and other marketing societies on various pro¬ 
blems relating to export of agricultural produce. (Para. 9.57). 

115. The National Federation may, wherever justified by the nature 

and quantum of its business, participate in Trade fairs and Exhibitions held 
in foreign countries and also send trade delegations. Suitable financial 
assistance may be provided by the Government of India for the purpose, 
either from the Marketing Development Fund maintained by the Ministry 
of Commerce or otherwise. (Para. 9.58). 

Suitable facilities may be afforded to the cooperatives in obtaining ship¬ 
ping space at reasonable cost. 

116. It will be of great help to the cooperatives if the Commercial 

Attaches and Trade Representatives attached to the Indian Embassies in 
foreign countries could provide to the National Federation periodically 
information about the requirements of agricultural commodities in those 
countries, the form in which they are required, the price trends and other 
market intelligence. They can also assist in arranging contacts between 
the cooperatives of this country and their counterparts and other trade in¬ 
terests in the foreign countries. (Para. 9.59). 

117. The State Trading Corporation may give preference to coopera¬ 

tives in the matter of export. Agricultural commodities which are scarce 
and export of which is restricted, may be entrusted to cooperatives, wher¬ 
ever they have the requisite competence. (Para. 9.59). 

118. In the initial stages, cooperatives may be given suitable assistance 

by the Government to meet any unforeseen losses incurred by them on 
account of undertaking exports, particularly in respect of new commodities 
or perishable items like fruits. (Para. 9.60). 

119. Cooperatives should make attempts to sell their produce adopting 
modem packing methods according to consumer preferences. The National 
Federation should undertake necessary market research, if necessary, in col¬ 
laboration with the consumer stores, for study of consumer preferences, so 
that the producers could be guided, through their cooperatives to produce 
the qualities needed by the consumer. The National and Apex federations 
may also open model show-cnm-sales shops of their own in the terminal 
markets and in the larger cities for popularising their branded goods and 
also to continuously study the consumers changing preferences. 

(Para. 9.61) 
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120. Study tours may be arranged by the State Governments to enable 

the office bearers of marketing societies to visit successful marketing sode- 
ties in other areas and study at first hand the methods and practices which 
have led to such success. (Para. 9.62). 

121. Each Shite Government should draw up a phased programme to 
revitalise the inactive and marginal societies within a period of 3 to 5 years. 
The aim should be that such societies should, within the above period, be 
able to handle a reasonable minimum marketing and other business, which 
may be fixed by the State Governments individually for each society with 
reference to local conditions. If any society fails to achieve a reasonable 
minimum business within the above period, it should be liquidated. 

(Para. 9.63). 

Inefficiently run societies, which fail to improve within a reasonable 
time, should not be given any Government assistance in the form of share 
capital, loans, subsidies, nor /should they be entrusted with other functions 
such as distribution of fertilisers, etc. In such areas, the apex marketing 
societies or the district society, where one exists, should make suitable 
alternative arrangements for the above purpose. 

122. Periodical seminars may be held at district, State and national 

levels by the apex and the National federations. Para. 9.64). 

123. Marketing cooperatives may be exempted from sales/purchasc 

taxes in respect of their business as agents of their members in cases where 
primary growers of the produce concerned are exempted from such tax. 
Where the mraketing societies dispose of their produce through the 
district or apex or other marketing societies, such transactions should be 
(axed only at a single point. (Para. 9.65). 

124. At present marketing cooperatives at all levels are exempted from 
Income-tax in respect of the income derived by them through (i) sale of 
agricultural produce of their members, and (ii) distribution of agricultural 
implements, seeds, live-stock, or other articles intended for agriculture. 
They are, however, liable to the tax in respect of their other activities, if 
the profits attributable to such activities exceed Rs. 15,000. It was re¬ 
presented that the exemption may also be extended to the profits derived 
through purchase and supply of essential consumer goods to the farmers. 
As this is a general issue concerning both marketing and consumers coopera¬ 
tives, which under the present policy undertake supply to both members and 
non-members, this suggestion may be examined by the Government of India. 

(Para 9.67). 


Chapter X —Linking of Cooperative Credit with Cooperative Marketing 

125. The first prerequisite for an effective link of cooperative credit with 
cooperative marketing is that adequate and timely credit should be provided 
to die farmer for agricultural production and partly for his consumption, so 
as to wean him away from the trader. It is, therefore, necessary to stream¬ 
line the entire cooperative credit structure so as to ensure that the full needs 
of the agriculturists based on realistic estimates of their credit requirements 
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(including (heir needs for harvesting operations and also for their con¬ 
sumption requirements during the loan periods when they usually resort 
to the money-lenders) are met in time. (Para. 10.8). 

126. Agreements should invariably be obtained by the agricultural 
credit societies from their members who are given credit, requiring them to 
sell their surplus produce through the marketing society and also authorising 
the latter to recover the dues to the credit society from the sale proceeds. 
Wherever this is not being done now, it should be introduced immediately. 

(Para. 10.13). 

127. There should also be an agreement between the credit society and 

the marketing society defining their mutual responsibilities regarding col¬ 
lection of produce and its transport, recovery of loans, mode of remittance, 
etc. (Para. 10.13). 

128. Instead of obtaining lengthy agreements every time a loan is issued, 

it would be advantageous if a provision is made in the bye-laws of the credit 
societies in this regard. A suitable provision in the Cooperative Societies 
Act can also be made for enforcement of such marketing contracts incor¬ 
porated in the bye-laws. (Para. 10.14). 

129. The credit societies should be. enabled to have a statutory charge 

on the crop for the crop loans issued through a suitable provision in the 
Cooperative Societies Act as recommended by the Committee on Coop¬ 
erative Law (1957) wherever it is not existing now. (Para. 10.15). 

130. Besides creating a perpetual first charge on the crops of the borro¬ 
wer members in favour of the agricultural credit societies, it is desirable to 
make a suitable provision to compel the buyers of such crops to recover the 
dues to the cooperative society from the sale proceeds or other sums due 
to the farmer from such buyers and for a simplified procedure for enforc¬ 
ing such recoveries. Though enforcement of this provision may be difficult 
and often it may not be possible to establish the identity of ownership of 
crops and also to prove that the purchase was not made bonafide, neverthe¬ 
less it is considered that even a few cases of effective detection would have 
a salutary effect on both the farmer and the trader and would thus pre¬ 
vent any attempt to commit breach of the agreement with the society. 

(Para. 10.18). 

131. The views of the Bombay Crop Loan Evaluation Committee re¬ 
garding the need for suitable arrangements for following the movement of 
produce and ensuring recovery of crop loans are endorsed. Each coopera¬ 
tive central bank should have, on its staff, a senior officer of the rank of an 
assistant secretary or assistant executive officer to exclusively attend to the 
implementation of the scheme through the bank’s supervisory staff, which 
should be strengthened, wherever necessary, for the purpose. (Para. 10.19). 

132. The suggestions communicated by the National Cooperative De¬ 

velopment Corporation in its Circular No. 5-1/64.M dated 28-2-66 re¬ 
garding responsibilities of central banks, grant of awards to managers of 
agricultural credit societies who are able to achieve maximum linkage of 
credit with marketing in their societies and reckoning of the extent of link¬ 
age for determining the audit classification of credit societies may be im¬ 
plemented early. (Para. 10.20). 
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133. The primary marketing society should appoint the village coopera¬ 

tive societies as its agents for collection or purchase, as the case may be, 
of agricultural produce of the farmer members at the village level. The 
marketing society, in turn, should arrange for supply of scales, gunny bags, 
etc. and also for transport of the produce to its godowns. In case of out¬ 
right purchases, it should also provide advances to the village society for 
making immediate payments to the growers. Suitable commission may be 
allowed by the marketing society to the village societies for undertaking the 
collection etc. of the produce. (Para. 10.22). 

134. It is desirable to have, among others, a suitable provision in the 

bye-laws of agricultural credit societies to disqualify the directors and also 
their delegates to cooperative central banks, who do not sell their produce 
through the marketing society, and also to prescribe sale of agricultural 
produce through the marketing society for a minimum period as a qualifica¬ 
tion for future election of such directors/delegates. (Para. 10.23). 

135. The coercive measures suggested above should be implemented 
gradually over a period according to a phased programme, preceded by in¬ 
tensive propaganda and education. At the same time, the marketing co¬ 
operatives should streamline their methods of business so as to increase 
their efficiency which alone can ensure members loyalty. (Para. 10.24). 

136. The arrangements suggested in the Manual of Short-term and 

Medium-term loans for Agricultural Purposes (1966) issued by the 
Reserve Bank of India regarding recovery by the marketing societies of the 
dues of credit societies are endorsed. The exact percentage of the sale pro¬ 
ceeds to be set aside for repayment of such dues may, however, be fixed 
separately for each society with reference to its stage of development and 
other local factors. (Para. 10.30). 

137. Linking should not be considered primarily as a tool for the re¬ 
covery of loans of credit societies. Although this is important, it is equally 
important to place emphasis on the development of efficient marketing, pro¬ 
cessing and distribution system for the benefit of both the producer and the 
consumer. The development of cooperative credit and cooperative market¬ 
ing are so interlinked with each other that neither of them can develop in 
isolation without the active support of the other. All efforts should, there¬ 
fore, be made to ensure an effective co-ordination between the two. 

(Para. 10.32). 

138. Attempts to hasten the pace of progress of linking through forci¬ 

ble methods have, in a few areas, led to adoption of certain malpractices by 
a few marketing societies. The cooperative departments and the coopera¬ 
tors concerned should take all precautions against such malpractices. It is 
also necessary that the targets for effecting such linkage in relation to indi¬ 
vidual societies and supervisory officers should be fixed in a realistic manner 
so as to ensure that no undesirable practices are adopted merely to fulfil 
them. (Para. 10.34). 

139. The proposed Agricultural Credit Corporations, when established, 
should co-ordinated their working with the marketing societies in their areas 
of operations in the same way as agricultural credit societies would have 
done. They should make full use of the existing marketing societies both 
for grant of production loans and for their recovery through sale of produce. 

(Para. 10.35). 



Chapter XI—Relationship among Marketing Cooperatives at various 
Levels and with Village Cooperatives 


140. Primary marketing (societies should, to the maximum extent possi¬ 
ble, operate through the village cooperatives in the matter of collection, 
transport and outright purchase of agricultural produce and also for distri¬ 
bution of agricultural inputs and consumer articles at the village level. 

(Para. 11.3). 

141. As a general rule, marketing societies should not be permitted to 

grant production credit in areas where agricultural credit societies are work¬ 
ing. But in areas (i) where there are no agricultural credit societies or 
(ii) where they are not in a position to advance credit or (iii) where there 
are no chances of organising a viable credit society, e.g. in tribal areas or ir, 
plantation crop areas, marketing societies may be permitted to grant such 
credit. (Para. 11.6). 

But any such arrangement in respect of the areas referred to in items 
(i) and (ii) above should only be as an interim measure till such time as 
credit societies are formed in the area or they are in a position to take over 
the function. 

The village credit societies should enhance the individual maximum 
credit limits fixed in their bye-laws so as to enable them to meet the pro¬ 
duction credit needs of larger farmers also. 

142. Where the marketing societies are already advancing production 

credit, the change-over should be made gradually in a phased manner so as 
not to adversely affect the business of the society concerned. Such change 
should be made only after making adequate arrangements to meet the credit 
needs of the members of these marketing societies through the local village 
cooperatives. (Para. 11.7). 

143. These and other marketing societies, which are required to grant 

production credit should be treated at par with primary agricultural credit 
societies for loan facilities from cooperative central banks for providing 
such credit. (Para. 11.7). 

144. Where, in a given area, a general purpose and a special commodity 
society functions with overlapping areas of operation, it should be clearly 
defined in their bye-laws as to the commodities each will deal with, the type 
of other functions each will undertake, etc. so that there can be no dupli¬ 
cation of functions nor competition between the two types of societies. 

(Para. 11.8). 

145. In areas where commodity marketing societies exist in addition to 
a general purpose marketing .society, the latter should be entrusted with the 
distribution and supply functions in respect of all farmers in the area. 

(Para. 11.10). 

146. The district marketing societies, where they exist, should co-ordi¬ 
nate the activities of their affiliated primaries so as to avoid duplication of 
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activity and unhealthy competition among them. The district societies 
should not compete with the functions of their affiliate primary marketing 
societies, but only supplement them. (Para. 11.11). 

147. The district marketing societies should not directly undertake mar¬ 

keting, distribution and supply activities at the village level in areas where 
primary marketing societies exist. (Para. 11.12). 

148. Cooperative wholesale stores are being organised almost in all im¬ 

portant towns in every district and it may be cheaper to obtain consumer 
goods from such stores locally rather than through apex/district marketing 
societies. It may, therefore, be desirable and advantageous for the primary 
marketing societies to obtain their requirements through such consumer 
stores wherever they exist. (Para. 11.13). 

149. In the federal structure visualised for agricultural cooperative mar¬ 

keting, the apex marketing society at the State level has a crucial role to 
play. For effectively discharging its functions, it is necessary that all pri¬ 
mary and district marketing societies in the State are affiliated to the apex 
marketing society. (Para. 11.14). 

150. The apex marketing societies should increasingly undertake mar¬ 
keting operations on behalf of their affiliated societies, particularly in the 
fields of inter-State trade and export of agricultural produce. The apex 
societies may also undertake, where necessary, other allied activities such 
as establishment of (i) large scale processing units for the benefit of a num¬ 
ber of primary marketing societies, (ii) manufacturing units for production 
of straight fertiliser mixtures, improved agricultural implements, etc., and 
(iii) provision of technical guidance for construction of godowns, etc. 
They can also arrange for agricultural extension functions. (Para. 11.15). 

151. The apex societies should function through their affiliated socie¬ 

ties and a share of their profits should be passed on to the primaries on an 
agreed formula. They should set up expert cells for dissemination of mar¬ 
ket intelligence and rendering other services to the affiliated marketing socie¬ 
ties and the village societies. (Para. 11.16). 

152. It should be ensured that the apex marketing society plays a pro¬ 

motional role and supplements the efforts of its affiliated societies. Under 
no circumstances should it compete with its affiliated societies in the field of 
marketing of agricultural produce or in the field of distribution and supply 
functions. In undertaking inter-state trade, an apex marketing society should, 
as a rule, deal with its counter-part in other States or through the National 
Federation. The areas of business where there is the possibility of the inte¬ 
rests of two or more apex societies coming into conflict should be left to 
the National Federation. (Para. 11.17). 

153. The National Federation should coordinate the activities of apex 
societies and render expert advice and guidance to them on problems re¬ 
lating to cooperative marketing in general and inter-state and export trade 
in particular. It should provide technical know-how to the marketing and 
processing societies on inter-national and inter-state trade, market and price 
trends, commercial intelligence, business techniques, etc. It should have 
a separate cell with expert staff for each of the different functions. The 
National Federation should function through the state marketing societies 
only and it should not normally deal directly with the central and primary 
marketing societies except in areas where the apex marketing society is not 
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effectively functioning or with its consent for other practical reasons. It 
should keep away from the fields where the state societies may themselves 
can function effectively without competing with each other. (Para. 11.18). 

154. It would be desirable and advantageous if all exports/imports are 

undertaken by the National Federation instead of individually by each apex 
society, so as to effect economy in costs and also to ensure close co-ordina¬ 
tion. (Para. 11.19). 

155. Where, however, any apex society is already undertaking export 

of certain commodities and has acquired specialisation in it, there is no 
need to disturb the existing arrangements so long as they are working satis¬ 
factorily and there is no competition in the same trade among more than 
one apex society. But where two or more apex societies desire to under¬ 
take export of die same commodity, it would be desirable to associate the 
National Federation to facilitate economy in costs and avoid unhealthy 
competition. (Para. 11.20). 

156. It is not desirable for marketing cooperatives to be entrusted with 

the management of regulated markets. There is, however, need to give 

adequate representation to marketing societies on the Regulated Market 

Committee. (Para. 11.22). 


Chapter XII—Role of Marketing Cooperatives in State Procurement 
Schemes and their Relationship with the Food Corporation 
of India 

157. Wherever the State government concerned is satisfied that the apex 
and other level marketing societies can make satisfactory arrangements to 
procure the requisite quantities of foodgrains or other agricultural produce, 
the Food Corporation of India and other State trading agencies should, 
as a general rule, give positive preference to them in regard to appointment 
as agents/sub-agents under their procurement/purchase programmes. 

(Para. 12.12). 

158. The apex marketing societies should act as the main agency for 

dealing with the Food Corporation of India or other State trading autho¬ 
rities. There should not ordinarily be any direct relationship between a 
primary marketing society and the State agency. (Para. 12.13). 

In the case of specialised crops like jute, cotton, etc. where more than 
one State may be involved and procurement may be on an all-India basis, 
the National Federation may be associated. 

159. While the apex marketing society should be the agent of the 

government or other State agencies for procurement, the apex society, in 
turn, must invariably utilise the local marketing society concerned as its 
sub-agent. Only in cases where the primary marketing society is defunct 
or does not exist or is not in a position to undertake the work, should the 
apex or district society set up a branch of its own. (Para. 12.14). 
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160. Marketing societies should obtain the produce directly from the 

producers and they should on no account obtain it through traders. In areas 
where the primary producers are accustomed to dispose of their produce 
at the village level, marketing societies should make suitable arrangements 
at the village level for collection of the produce. (Para. 12.15). 

161. Marketing cooperatives should not associate themselves with en¬ 

forcement functions under State procurement schemes. Within limits of 
government policy, cooperatives should function always in the best interests 
of their own members and it should be ensured that the growers do not have 
a feeling that their society is working against their interests. The govern¬ 
ment should accept direct responsibility for every step where decisions 
enforceable by authority are involved. In such cases, the services of co< 
operatives should be utilised for collection, storage, processing, etc. as 
agents of government. (Para. 12.16). 

162. As a general practice, the Food Corporation of India or other 

Government agency concerned should undertake the task of post-procure¬ 
ment storage, which is essentially in the nature of storage of buffer stocks. 
Where, however, cooperatives have storage accommodation to spare, they 
may undertake post-procurement storage on behalf of the government agen¬ 
cies. In such cases, the Food Corporation of India or other State agencies 
should formally take over the stocks on payment of the costs to marketing 
societies and also allow suitable remuneration to the societies which act 
only as storage agents. (Para. 12.17). 

163. Wherever the system of maximum prices or compulsory levy on 
traders, etc. is enforced, the State governments should see to it that all 
traders observe them strictly and cooperatives are not put to any disadvant¬ 
age on that account. If for any reason, the State is not in a position to 
enforce these measures, the proper course would be to reimburse the co¬ 
operatives the loss suffered by them due to the State policy. (Para. 12.19). 

164. Food Corporation or other State agencies concerned should fix 

suitable margins for the cooperatives in consultation with the apex marketing 
society concerned and the State Registrar, after examining, on a realistic 
basis, the elements of various costs, including cost of storage, transport, 
handling, etc. at various levels. If the cooperatives are required to pay 
interest on the advances for procurement operations, that element should 
also be taken into account. At the same time, cooperatives should observe 
the utmost economy and efficiency in their operations and reduce their 
over-head costs. In the case of paddy, marketing societies should under¬ 
take its processing either in their own rice mills or in private mills which 
may be hired for the purpose, as this would provide a higher margin to 
them and reduce transport and storage costs, while it would at the same 
time facilitate the work of the Food Corporation. (Para. 12.20). 

165. The “hundi system” suggested by the Reserve Bank of India to 

marketing societies in order to conserve and utilise the available funds to 
the maximum possible extent may be adopted by marketing societies. It 
should, however, be ensured that only nominal margins are charged by the 
State and central cooperative banks for discounting the ‘hundis’ under this 
system. (Para. 12.21). 
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Chapter XIII— Cooperative Storage 


166. The measures suggested by the National Cooperative Development 
Corporation in regard to selection of societies for construction of godowns 
with a view to facilitating the optimum utilisation of godowns and avoiding 
overlapping, are endorsed. (Para. 13.6). 

167. The apex marketing societies can coordinate the work of con¬ 
struction of godowns by undertaking bulk purchase of construction mate¬ 
rial, arranging fabrication and manufacture of standard items and employ¬ 
ing full time engineering staff for supervising the construction. (Para. 13.7). 

168. With a view to encouraging the cooperatives to complete the con¬ 

struction of godowns expeditiously and according to prescribed standards, 
the entire amount of Government assistance (including the subsidy portion) 
may be given as a loan in the first instance, with the condition that 25 per 
cent of the loan would be converted into a subsidy if the society 
completes the construction within the stipulated period and according to 
prescribed standards. Where, however, the construction is delayed for 
genuine reasons beyond the control of the society concerned, extension of 
time can be granted by the State Governments on merits of each case. In 
the alternative provision can be made for converting the subsidy already 
given into a loan subsequently, in cases where the godown is not completed 
in time and/or according to specifications. (Para. 13.8). 

169. It is desirable that smaller rural godowns with provision for future 

expansion may be constructed to begin with so as to reduce the costs and 
ensure fuller utilisation. (Para. 13.9). 

170. There is a large number of village societies, particularly in the 

backward and under-developed areas which for considerable time to come, 
will not be able to maintain a godown from their own resources. Yet these 
societies need godowns for their service functions. In such cases, instead 
of burdening the societies with loans, which they will not be able to repay, 
the State Governments themselves should construct rural godowns as part 
of their rural development programmes and hire them to the cooperatives 
on rent at subsidised rates. In due course, the ownership of these godowns 
may be transferred to the cooperatives on payment of their depreciated 
value. (Para. 13.16). 


171. With a view to ensuring that the godowns are properly utilised 
and also to take prompt remedial steps in cases of mis-utilisation or under¬ 
utilisation, it is necessary that a periodical assessment of utilisation of all 
godowns should be made in each State. The study should, among others, 
cover the extent of utilisation during the marketing season, the utilisation 
by members and others, the methods of storage, etc. As the present methods 
of conducting such surveys vary from State to State and are not satisfactory, 
a study might be undertaken by the National Cooperative Development Cor¬ 
poration in consultation with the Directorate of Storage and Inspection and 
the Central Warehousing Corporation, if necessary' to devise suitable 
methods to assess the effective capacity of godowns of different sizes under 
different conditions for the guidance of the State Governments. (Para. 13.17). 
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172. It is desirable that some working arrangements are made with the 

Central and State Warehousing Corporations, as the case may be, for perio¬ 
dical inspection of the cooperative godowns by the technical staff of the 
nearest warehouse and also for technical guidance such as proper methods 
of storage, fumigation, etc. It is also necessary that marketing cooperatives 
should depute their godown-personnel to the training course conducted by 
the Warehousing Corporations. (Para. 13.18). 

173. Each State Government should undertake a detailed study of the 
requirements of godowns of cooperatives at the village level, marketing co¬ 
operatives at the mandi, district and state levels. Such studies should take 
into account the actual requirements of each cooperative for the next ten 
years with reference to its marketing programme, requirements for storage 
of agricultural inputs, consumer goods, etc. and should suggest suitable 
phased programmes for the purpose. The National Programme should be 
revised with reference to such studies, so that the construction of godowns 
could be planned and regulated according to needs on a realistic basis. 

(Para. 13.19). 

174. The following suggestions with regard to coordination between the 

marketing cooperatives and Warehousing Corporations in construction of 
godowns/warehouses are endorsed (Para. 13.22). 

(i) It will be necessary to equip each marketing society with at 
least one godown of a reasonable capacity with reference to 
local needs. However, for any further expansion, the State 
Registrar of Cooperative Societies may take note of the avail¬ 
ability of warehousing facilities at the place before sanctioning 
the additional godowns to a marketing society. In this con¬ 
nection, besides mere availability of warehousing, the Registrar 
should also take into account the reasonable costs of ware¬ 
housing and other facilities vis-a-vis cooperative godowns; 

(ii) before constructing a State/Central Warehouse, the Corpora¬ 
tion may take note of the availability of cooperative storage 
facility; 

(iii) the State Registrar should suitably coordinate the programmes 

of cooperative godowns and warehouses. (Para. 13.22). 

175. Godowns of good working marketing societies, which have train¬ 
ed godown staff and employ scientific methods of storage, may be recognised 
as ‘warehouses’ under the Warehousing Act. 

(Para. 13.23). 


Chapter XJV—Role of Cooperatives in the Distribution of Agricultural 

Production Requisites 


(a) Fertilisers : 

176. Wherever a cooperative has been rendering efficient service, no 
attempt should be made to establish a duplicate agency at the same place 
for distribution of chemical fertilisers. Before entrusting the distribution 
to a private agency, the state government concerned should examine the 
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necessity for the second agency with reference to the performance of the 
cooperatives in that area, including their potential with reference to the 
additional facilities of credit, higher margins, etc. now proposed and only 
in cases where it is felt that cooperatives cannot cope up with the work, 
should alternative arrangements be allowed. For this purpose,, an evalua¬ 
tion of the existing arrangements for distribution of fertiliser through co¬ 
operatives may be undertaken in each district to determine the reasons for 
slow progress, etc. and take remedical steps to remove differences, if any. 

(Para. 14.17). 

177. The system of supply of fertilisers on consignment to marketing 

societies up to the level of the primary marketing society may be continued 
in all States particularly in under-developed States during the Fourth Plan 
period, by which time the use of various types of fertilisers, it is expected, 
may become popular in all areas. (Para. 14.23). 

178. Where, however, the State Governments are not in a position to 
supply fertilisers on ‘consignment’ basis, they should make suitable arrange¬ 
ments to enable marketing societies to obtain stocks of fertilisers on credit 
for 6 to 8 months as recommended by the Committee on Fertilisers (1965) 

(Para. 14.23). 

179. Where a marketing society is required to obtain credit from the 

cooperative banks under the Reserve Bank scheme and it is not in a position 
to find the necessary funds for providing the 10 per cent margin, the State 
Government concerned may assist such societies by providing the margin 
themselves. (Para. 14.23). 

180. Marketing societies which receive stocks of fertilisers on consign¬ 
ment basis or on credit from governments should supply them to village 
societies on credit, which should be interest-free. Such supplies should be 
on outright sale basis and not on consignment basis. The cooperative 
central banks should undertake the responsibility, through their supervisory 
staff for the prompt repayment of such credit to the marketing societies 
from out of the production credit granted to the village society concerned 
or from the sale proceeds in respect of cash sales. It is expected that in 
normal conditions such credit should not exceed 3 to 4 months. 

(Para. 14.26). 

181. The Officers of the State Agriculture/Extension departments and 

the supervisory staff of the State Cooperative departments and central 
banks should assist the village cooperatives in assessing their requirements 
of fertilisers on a realistic basis with reference to anticipated demands, so 
as to avoid overstocking or shortages. At the same time every care should 
be taken to ensure that marketing societies do not attempt to dump their 
stocks on the village societies without reference to their demands in order 
to reduce their own stocks. Suitable provision should be made to return 
to the marketing society, unsold stock up to a certain percentage of the 
total supplies, particularly in areas where fertilisers are not popular and 
also in respect of new varieties; so that the village societies may not be 
put to hardship in carrying over the stocks for the next season with the 
attendant risks and losses. (Para. 14.27). 

182. The recommendations of the Fertiliser Distribution Enquiry Com¬ 
mittee (1960) and the Committee on Fertilisers (1965) regarding the need 
to keep the costs of distribution as low as possible and to allow adequate 
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remunerative commission to the agencies at the retail level are reiterated. 
The margins of cooperatives at various levels should be fixed with refer¬ 
ence to the actual services rendered at each level. (Para. 14.29). 

183. It would be necessary for cooperatives to build up, within their 

set up, an organisation for aggressive salesmanship with a twofold purpose 
of doing more business and retaining their present position as state prefer¬ 
red instruments for distribution of fertilisers. Such an organisation could 
also look after, besides fertilisers, promotion and distribution of other agri¬ 
cultural inputs such as improved seeds, insecticides, agricultural implements, 
etc. For this purpose, the apex societies may employ qualified staff for 
maintaining close liaison with the Agriculture/Extension staff at various 
levels, to plan and promote sales and also for training the sales personnel 
of the cooperatives at various levels including the village societies. The 
main responsibility for propagation of the use of fertilisers, etc. should, 
however, continue to vest with the State Agriculture/Extension depart¬ 
ments and the cooperatives should only supplement their efforts in this 
regard. (Para. 14.31). 

184. As the propagation of increased use of fertilisers, improved seeds', 

etc. is mainly the responsibility of the government and the cooperatives 
would be sharing that responsibility with the government, it would be pro¬ 
per for the government to subsidise the cost of technical staff that may be 
employed by the cooperatives for the purpose. (Para. 14.34). 

185. The Fertiliser Promotion Corporation proposed by the Committee 

on Fertilisers (1965), when it is formed, may utilise the services of the 
cooperatives in implementing its promotional programmes so as to avoid 
overlapping of functions. (Para. 14.35). 

(b) Improved Seeds : 

186. Since cooperatives have covered most of the villages, the village 
cooperatives may be increasingly utilised by the State Governments for 
distribudon of improved varieties of seeds to the farmers. (Para. 14.43). 

187. The measures suggested by the Conference of State Cooperation 
Ministers held in Bombay in November, 1965 or larger involvement of 
cooperatives in the distribudon of improved seeds are endorsed. 

(Para. 14.45). 

188. The State Agriculture departments should continue to be prima¬ 

rily responsible for ensuring purity of seeds at all levels. Cooperatives 
should undertake distribution of only such seeds as are certified by the 
Agriculture department as pure stock and they should not undertake the 
responsibility for certification of seeds themselves. Even in cases where, 
for sake of convenience, cooperatives undertake seed testing and certifica¬ 
tion, the officers of the State Agriculture department should be closely 
associated. (Para. 14.46). 

189. As marketing and village cooperatives, in their present stage of 

development, cannot undertake multiplication of seeds, particularly as they 
do not have the requisite men and material for the work, it is desirable and 
necessary that they should for the present, co nfin e themselves to distribu¬ 
tion work only. (Para. 14.47). 
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190. Primary marketing societies may undertake the distribution of 
seeds certified by the Agriculture department through the village societies. 

(Para 14.48). 

191. It is not necessary to involve the apex or district marketing socie¬ 
ties for distribution of seeds, as the seeds are mostly multiplied locally. The 
primary marketing societies may obtain their requirements directly from the 
Agriculture department and be accountable to them, so that duplication of 
functions and overhead costs could be minimised. Although the primary 
marketing society may be accountable for all drawals of seeds in its area, 
it should arrange for lifting the stocks by village societies direct from the 
seed depots, etc. to avoid unnecessary transport and storage costs. 

(Para. 14.49). 

192. In respect of seeds imported from outside the state e.g. from 
National Seeds Corporation or from state level seed farms etc., the apex 
society may be associated in procuring the seeds through the agency of 
the National Federation where necessary and for their distribution. 

(Para. 14.49). 

193. The State Agriculture departments should render all help and 
guidance to the marketing and village societies through their technical staff 
and village level workers in storage and distribution of the seeds. 

(Para. 14.50). 

194. The State Governments should supply the seeds to marketing 
societies on ‘consignment basis’ with suitable safeguards. They should also 
allow suitable margins to the cooperatives to cover their distribution costs. 

(Para. 14.51). 

195. The issue of seeds to village societies by the marketing societies 

may be made on outright sale basis, but on interest free credit for a period 
of 3 months, with a provision for return of unsold stocks upto a percentage 
of the total quantity of seeds supplied, to provide for new or unsaleable 
varieties, etc. The central cooperative bank concerned should, through its 
supervisory staff, undertake the responsibility for prompt repayment of the 
credit to marketing societies. (Para. 14.52). 

(c) Pesticides/ Insecticides : 

196. It will be advantageous to the farmers if the distribution of less 

poisonous varieties of pesticides/insecticides and also spraying/dusting 
equipment, which are commonly used, is entrusted to the village societies 
as part of their service functions. In regard to highly poisonous varieties, 
these may be handled by primary marketing societies having adequate faci¬ 
lities. (Para. 14.57). 

197. The working arrangements suggested by the late Ministry of 

Community Development and Cooperation in 1961 regarding distribution 
of pesticides/insecticides by cooperatives are adequate and may be adopt¬ 
ed with suitable modifications to meet local needs. (Para. 14.57). 

198. Since insecticides, etc. have to be largely imported from outside 
the state or obtained from manufacturers in bulk, the apex marketing 
societies in each State should make the necessary arrangements and under¬ 
take the distribution through the primary marketing societies and village 
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cooperatives. The services of the State Agriculture/Extension Staff should 
be made available to the marketing and village cooperatives for preparing 
indents, arranging distribution and for other services needed by these 
societies for the work. (Para. 14.58). 

199. The State Governments may procure the pesticides, etc. and sup¬ 
ply them to the apex marketing societies on ‘consignment-basis’. The apex 
societies in turn may supply them to primary marketing societies on 'con¬ 
signment basis’. The issues to village societies may, however, be made on 
outright sale basis, but on interest free credit for 3 months. The central 
cooperative bank concerned should accept the responsibility for the prompt 
recovery of such credit and payment to the marketing societies. 

(Para. 14t59). 

200. To the extent cooperatives perform the above functions, there 
will be considerable savings for the State governments both in men ard 
money, as otherwise the State would have been required to maintain a 
large number of retail depots with heavy expenditure. Since cooperatives 
cannot be expected to incur any loss on this account, they may be allowed 
adequate margins for distribution of pesticides etc. so as to cover distribu¬ 
tion costs. Village societies may be supplied with spraying/dusting equip¬ 
ment at subsidised rates for being hired to the smaller farmers at conces¬ 
sional rates. Subsidies, if any, available to growers from government 
should be routed through cooperatives instead of being given directly. 

(Para. 14<.60). 

201. While cooperatives may not procure independently the same 
type/brand of pesticides, etc. supplied by the Agriculture/department, 
they should, however, be free to procure other types of pesticides, etc. from 
the manufacturers directly with reference to local needs, wherever necessary. 

(Para. 14.61). 

(d) Agricultural Implements : 

202. The distribution of agricultural quotas of iron and steel, G.I. 
Sheets, cement, etc. required for rural areas, should, as far as possible, be 
entrusted to the apex marketing societies, which should arrange to distribute 
them to the farmers through the primary marketing and village societies. 

(Para. 14.67). 

203. As the use of improved agricultural implements is not yet popular 
among the small farmers and the marketing cooperatives cannot afford to 
lock up their funds in stocking such implements, the State governments may 
arrange to procure such implements from the public and private manufac¬ 
turers and supply them to the apex marketing societies on ‘consignment 
basis’, to the extent necessary. The apex societies should, in turn, supply the 
implements to primary marketing societies on ‘consignment basis’, while 
the supplies to village societies may be through outright sales on credit, 
with suitable provision for return of unsold stocks. The cooperative bank 
concerned should be responsible for the prompt recovery of such credit. The 
State Governments should allow suitable margins to the cooperatives to 
cover their distribution costs. The marketing societies should, in turn, 
allow a larger margin to the village cooperatives. 


(Para. 14.68). 
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Chapter XV—Distribution of Essential Consumer Articles in Rural Areas 

through Cooperatives 

204. For various practical reasons, the village credit societies themselves 

should undertake supply of essential consumer goods to the farmers as part 
of their service functions. (Para. 15.8). 

205. The measures recommended by the Conference of State Coopera¬ 

tion Ministers (1965) for developing the supply of consumer articles in 
rural areas through cooperatives are endorsed. (Para. 15.15). 

206. In areas where wholesale cooperative stores exist nearby, 

the village cooperatives may obtain their requirements of consumer goods 
direct from such consumer stores relieving the marketing society of the 
work. (Para. 15.16). 

207. Till such time as consumer stores are organised in the ‘mandi’ 

or nearby towns, the primary marketing societies may continue to under¬ 
take supply of essential consumer goods to the village cooperatives as en¬ 
visaged in the present scheme under implementation. Where necessary, 
these marketing societies may also undertake supply of consumer goods to 
the population of the ‘mandi’ towns. As and when wholesale consumer 
stores are organised in the area and are in a position to supply the require¬ 
ments of rural areas, the marketing society concerned should relinquish the 
function in favour of the former. (Para. 15.17). 

208. In areas where there are no chances of organisation of wholesale 

stores, the primary marketing societies may continue to undertake the func¬ 
tion. After they achieve a sizeable turnover, such societies may be recognis¬ 
ed as wholesale stores for purposes of supply of essential consumer goods 
as well as for sanction of government assistance, etc. admissible to con¬ 
sumer stores. (Para. 15.17). 

209. In regard to method of procurement of consumer goods by prim¬ 

ary marketing societies undertaking this activity, it will be desirable and 
advantageous for such societies to obtain their requirements of such goods 
directly from the wholesale stores if one exists in the area so that economies 
of bulk purchases could be realised. Further, under the recent scheme of 
government guarantee to consumer stores for their borrowings, the market¬ 
ing societies will be eligible for a line of credit from wholesale stores as in 
the case of primary consumer stores. (Para. 15.18). 

210. For this purpose, the primary marketing societies may get them¬ 

selves affiliated to the nearest wholesale consumer stores and provision 
should be made in the bye-laws of the wholesale stores to provide for ade¬ 
quate representation to marketing societies on the board of their manage¬ 
ment. (Para. 15.18). 

211. Care should be taken to see that the consumers goods are not 

overstocked either by the primary marketing societies or by the village 
cooperatives. The village societies should assess their demand carefully 
with reference to local requirements and should not normally stock such 
articles in excess of 2 or 3 months’ requirements. (Para. 15.18). 
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212. Village cooperatives have to strengthen their capital base through 

revision of the existing ratio between the borrowings of their members ana 
their share capital investment and also by collection of additional share 
capital at the rate of one share from each member. Till such time as the 
village societies are in a position to augment their resources, the State 
Governments may take suitable measures to strengthen the resources of 
village societies by contribution to their share capital and/or by assisting 
them to get liberal loans from financing banks. (Para. 15.21). 

213. To the extent primary marketing societies need additional finances 

for undertaking supply of consumer goods, they may be allowed clean 
and/or pledge/hypothecation credit by the financing banks within the over¬ 
all limits recommended earlier. (Para. 15.22). 

214. Unless the village cooperative, which is the base for all coopera¬ 

tive activities, and on the efficiency of which the development of cooperative 
credit, marketing, processing and allied programmes mostly depends, is 
sufficiently strengthened and enabled to play its role fully, it will not be 
possible to develop cooperative marketing. Many of the village societies, 
as they exist now, will need considerable time to attain viability of their 
own and till then they will not be in a position to employ a full-time 
manager in their present weak financial position. Alternative arrangements 
have, therefore, to be made to assist such societies to employ full-time 
managers immediately to enable them to undertake the credit and other 
service functions efficiently. (Para. 15.25). 


Chapter XVI 

GENERAL 

215. The National Cooperative Development Corporation should be 

a counterpart of the Agricultural Credit Department of the Reserve Bank 
of India in so far as development of cooperative marketing, processing, 
storage and supplies is concerned. For this purpose it is necessary that the 
National Cooperative Development Fund of the Corporation is sufficiently 
strengthened to enable it to paly its role fully. (Para. 16.13). 

216. On the analogy of the procedure adopted in the case of the erst¬ 

while National Cooperative Development and Warehousing Board, and 
the Agricultural Credit (Long Term Operations) Fund maintained by the 
Reserve Bank of India, the entire assistance to the Corporation for financ¬ 
ing the schemes included in the Plan may be given by the Central Govern¬ 
ment by way of grants each year for the next five years. The position may 
be reviewed after a period of five years and further grants may be regulated 
with reference to needs. This procedure would enable the Corporation 
to build up a sizeable corpus of its own over a course of next 10 to 15 
years, so that it would be in a position to promote schemes of its own 
without governmental aid by adopting a flexible policy to suit regional and 
individual needs. (Pata. 16.14). 

217. If, however, for any administrative reason, it is not possible to 

adopt this procedure immediately, in the alternative, the Central Govem- 
LtDcptt.ofCD&C/66— 11 
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ment may make adequate recurring grants each year to the National Co¬ 
operative Development Fund for the next ten years. These grants may be 
in addition to the loans and grants required to meet current needs, so 
that the Corporation, together with the repayments in respect of earlier 
loans from its own funds, can build up a sizeable corpus for financing co¬ 
operative marketing/processing and allied schemes. (Para. 16.14). 

218. A specific provision may be made in the National Cooperative 
Development Corporation Act to enable the Corporation to provide assist¬ 
ance directly to national and inter-state cooperative federations. 

(Para. 16.15). 

219. Suitable measures may be taken to include tobacco, lac, kuth, 

and such other commodities not covered now, within the purview of the 
National Cooperative Development Corporation. (Para. 16.16). 

220. All large-scale cooperative processing units including spinning or 
textile mills of growers, fertilizer factories, etc. may be included under 
the Central sector for purposes of grant of financial assistance to them. 

(Para. 16.17). 

221. There is need to avoid any encroachment of the public sector in 
fields reserved for cooperative sector as far as possible. No dogmatic 
approach is, however, desirable and each case wdl have to be decided on 
merits. But before establishing a public sector unit in the field of agricul¬ 
tural marketing/processing and other allied activities, the possibilities of 
establishing such activity in the cooperative sector should first be explored 
by the Central and State Governments. Only when it is not possible to do 
so, or where inordinate delay is envisaged, should such units be set up in 
the public sector. Even when initially such units are set up in the public 
sector, it should be the endeavour of the Central/State Governments to turn 
them over to cooperative organisations of growers at the earliest possible 
opportunity. Such public sector units, where they exist, should maintain 
close coordination with the cooperative credit and marketing institutions in 
matters relating to linking of credit with marketing, procurement of raw 
material, distribution of agricultural inputs, promotional measures, etc. 

(Para. 16.19). 

222. It would be more appropriate if the Registrar of Cooperative 

Societies, who deals with cooperative marketing, which is expected to cover 
the entire country, is placed incharge of both die Cooperation and Market¬ 
ing Departments as already done in a few States, so as to ensure a close 
and effective coordination at all levels. (Para. 16.20). 

As the functions of Marketing and Cooperative, Officers at the district 
level are quite different, the Marketing Department should, however, be kept 
as a separate and distinct wing under a senior officer with separate field staff 
at district and other lower levels, subject to the over-all control of the 
Registrar. 

If, however, for any administrative reasons this is not immediately 
possible, the marketing functions should be separated from the Agriculture 
Department and constituted into a separate department, wherever the 
marketing functions are now with the Agriculture Department. 
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223. An effective co-ordination among the various departments con¬ 
cerned with agricultural marketing viz.. Marketing, Cooperative and Agri¬ 
cultural department is necessary for the orderly development of agricultural 
marketing in general and cooperative marketing in particular. Such co¬ 
ordination may be brought about either at the level of Agricultural Produc¬ 
tion Commissioners in die States or through forming a co-ordination com¬ 
mittee consisting of the Heads of the above departments. (Para. 16.21). 

224. The State Marketing Officers, in cases where the Marketing Depart¬ 

ment is not under the Registrar or in other cases the senior officer incharge 
of marketing wing may be nominated to the board of directors of the apex 
marketing society so as to guide the society. Similarly the Marketing Offi¬ 
cers at the district or taluk levels may be associated with the aistrict/pri- 
mary marketing societies. (Para. 16.211. 

225. In each State, an Officer of the status of Joint Registrar of Co¬ 

operative Societies should be employed exclusively for the work relating to 
cooperative marketing and processing with adequate supporting staff. As 
recommended by the Municipal Committee on Cooperative Administration, 
at the district level, each Assistant Registrar should be given an officer of 
the rank next below the Assistant Registrar to attend to the above work. 
There should also be sufficient field staff at taluk or other levels as per the 
norms suggested by the above Committee till such time as the apex societies 
are in a position to provide effective supervision and guidance to the 
primary societies. . 

In States, where considerable progress has taken place in regard to 
large scale cooperative processing, such as cooperative sugar factories, 
spinning mills, etc. a separate senior officer should be employed for such 
societies in addition to the Joint Register (Marketing). 

The State Governments may review the existing arrangements in this 
regard and take early measures to strengthen the staff. (Para. 16.22). 

226. State Governments should ensure that the audit of all marketing 
societies is completed and audit reports issued within six months from the 
close of the cooperative year. (Para. 16.25). 

227. In institutions like marketing societies, which undertake a variety 

of business activities involving risks, concurrent audit is essential in the 
interests of the members and the office bearers themselves, so as to enable 
them to rectify mistakes, if any, promptly. The system of employing con¬ 
current auditors for a group of societies situated nearby adopted m Madras 
and Andhra Pradesh States may be usefully adopted by other States in 
respect of primary marketing societies which do not have full work for 
an auditor exclusively. Other primary marketing societies with larger turn 
over and district/apex marketing societies may employ one or more full 
time concurrent auditors of the Cooperative (Audit) Department exclu¬ 
sively. Similarly the National Federation should arrange for such con¬ 
current audit. (Para. 16.27). 

228. Forms used for preparation of audit reports in respect of market¬ 
ing societies are in most cases obsolete, and requires revision to suit the 
present needs. The Union Department of Cooperation/National Coopera- 
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live Development Corporation may suggest model forms for audit of market¬ 
ing/processing cooperatives at various levels or adoption by State Govern¬ 
ments with such modifications as may be needed to suit/local needs. 

(Para. 16.28). 

229. Apart from the need for timely audit, there should be other built- 
in-methods by which the working of the marketing societies could be con¬ 
stantly supervised and guided by higher level organizations. The apex 
marketing societies should take suitable measures to ensure proper super¬ 
vision and guidance over the primray marketing societies. (Para. 16.29). 

230. The National Cooperative Development Corporation, which is 

now incharge of the work-relating to cooperative marketing and processing 
at the national level, should set up a separate Research and Development 
Cell in its office for undertaking (i) continuous research in the methods 
and trends of cooperative marketing/processing and other agricultural 
marketing practices, as well as on specific problems relating to them arising 
from time to time, (ii) evaluation of the working of marketing and pro¬ 
cessing cooperatives at various levels by obtaining periodical statements and 
through visits by the officers of the Corporation to select societies, and (iii) 
to plan and promote programmes for the development of cooperative 
marketing/processing by undertaking area-wise surveys, etc. This apart, 
the Corporation should undertake, through its officers, a systematic inspec¬ 
tion of the marketing/processing societies assisted by it at various levels in 
the same way as the Reserve Bank of India undertakes in respect of co¬ 
operative banks and other institutions. Such inspections should be so 
designed as to be both constructive and in broad details complementary 
to and not in duplication of the inspections conducted by the State Coopera¬ 
tive Departments. (Para. 16.31). 

231. The Marketing Research Cell of the Directorate of Marketing and 

Inspection may be suitably strengthened to undertake (i) maintenance of 
up-to-date information on important key indicators such as marketable 
surplus, price levels and trends, etc. and their analysis, (ii) study of market¬ 
ing costs, margins, grades, etc. on a continuing basis, and (iii) study of 
the impact of various improvement programmes on the development of 
agricultural marketing. It is desirable to establish similar research cells in 
the State Marketing Departments for collection and analysis of the above 
data on a continuing basis at the State level. (Para. 16.32). 

232. The National Cooperative Development Corporation may under¬ 
take periodical publication of the working of successful marketing/proces¬ 
sing societies indicating, in particular, the methods adopted leading to their 
success apd circulate them to all marketing/processing societies. 

(Para. 16.33). 

233. Suitable measures may be taken by the State Governments to fur¬ 

nish the Annual Statistical Statements, complete in all respects, to the 
Reserve Bank of India or other compiling agencies within three months 
after the close of the cooperative year, so that the present delays in the 
publication of the Statements could be minimised. For this purpose, it is 
necessary to streamline and strengthen the administrative arrangements for 
collection, tabulation, etc. of the data both at the district and state levels. 
The State Governments should review the present arrangements in this 
regard and take suitable measures. (Para. 16.35). 
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234. Details of working of all individual apex district and primary 
marketing societies as well as processing societies may be compiled and 
published by the National Cooperative Development Corporation annually 
as in the case of credit institutions now included in the statistical statements 
of the Reserve Bank of India, so that the working of individual societies 
could be analysed. (Para. 16.36). 

235. The data now furnished in the Statistical Statements in respect of 
marketing/processing cooperatives is not adequate in many respects. The 
National Cooperative Development Corporation and the Union Department 
of Cooperation may, in consultation with the Reserve Bank of India, take 
suitable steps to revise the existing tables relating to cooperative marketing 
and processing society so as to make them more informative and useful. 

(Para. 16.37). 


236. There is possibility of inaccuracies and also duplication in fur¬ 
nishing the statistics at the primary levels. The State Governments may 
ensure that proper checks are instituted through adequate supervisory staff 
at the district and state levels to avoid any errors. Test checking of the 
data furnished in the annual statements at the primary level with the final 
audit report of the year concerned may also be undertaken by the co¬ 
operative auditors during their audit, and suitable instructions issued to 
avoid mistakes detected during such checking atleast in subsequent years. 
It would be useful if small pamhplets giving instructions in simple language 
for filling each columns, is distributed to all reporting societies and also to 
the bank and departmental supervisory staff at all levels for guidance in 
filling up the statments. (Para. 16.38). 
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Annexure I 


(.Referred to in para 1.2) 

Government of India 

MINISTRY OF COMMUNITY DEVELOPMENT & COOPERATION 
(Department of Cooperation) 


Krishi Bhavan, 

New Delhi, the 6th August , 1964 . 


NOTIFICATION 


No. F. 13-5/64-CM 

Cooperative marketing has a key role to play in the economy of the country in ensuring 
a fair return to the cultivator for his produce and in promoting the expansion of production 
credit on a sound basis. The slow progress of cooperative marketing particularly with re¬ 
gard to agricultural produce has inhibited to a large extent the flow and growth of produc¬ 
tion finance to the rural areas. Cooperative marketing has therefore to be strengthened, 
as an integral part of the structure of credit, to subserve the needs of increased agricultural 
production. It is also essential for maketing societies to ensure timely distribution of all 
production requisites to farmers and undertake processing of agricultural produce as well 
as direct sales to consumers cooperatives. 

2. The question was discussed at length in the conference of State Ministers of Coopera¬ 
tion held at Hyderabad on the 19th and 20th of June 1964. In view of the complex nature of 
the problem and its far reaching implications the conference recommended that an expert 
committee should be appointed to review the present pattern of organisation of cooperative 
marketing of agricultural produce, distribution of production requisites and supply of con¬ 
sumer articles at different levels, consider the difficulties that now stand in the way and 
recommend measures as can enable cooperative marketing societies to play their due role in 
an integrated structure of credit, supplies and processing. 

3. The Government of India e have considered this recommendation and have decided to 
set up a Committee to examine thquestion. The composition of the Committee will be as 
follows :— 

Chairman : _ _ Prof. M. L. Dantwala, 

Department of Economics, 

Bombay University, 

Bombay. 

Members : — Dr. Punjab Rao Deshmukh, 

Chairman, 

National Agricultural Cooperative 
Marketing Federation, 

34, South Patel Nagar, New Delhi. 

Shri Vishwa Nath Puri, 

Chairman, 

Functional Committee on Co¬ 
operative Marketing & Processing, 

National Cooperative Development 
Corporation, New Delhi. 

Shri P. S. Rajagopal Naidu 
President, 

North Arcot District Cooperative 

Supply and Marketing Society, Ltd. Vellore (Madras). 

322 



323 


Members .. .. Sliri G. D. Goswami, 

Secretary, Government of West Bengal, 
Department of Cooperation, 

Calcutta, 

Shri R. T. Mirchandani, 

Agricultural Marketing Adviser, 

Ministry of Food & Agriculture, 

Government of India, Nagpur. 

One representative of the Reserve Bank of India. 
One representative of the State Bank of India. 

Member-Secretary Shri Veda P. Sethi, 

Director (Trade) 

Ministry of Community Development, 
and Cooperation, Government of 
India, Krishi Bhavan, New Delhi. 


4. The terms of reference of the Committee will be as follows :— 

(i) To review the present pattern of cooperative marketing of agricultural produce. 

distribution of production requisites and supply of consumer articles at different 
levels (village, regional, State and National) and indicate the future pattern of 
development with particular reference to interse relationship between the or¬ 
ganisations at different levels; 

(ii) To indicate the role of cooperative marketing in an integrated structure of credit, 

supplies and processing and how best this role can be discharged. 

5. The Committee may undertake such tours as are necessary. 

6. The Committee will submit its report by the 31st of December. 1964. 

7. The Headquarters of the Committee will be at Delhi. 

ORDER 

No. F. 13-5/64-CM. 

Ordered that a copy of the notification be communicated to all concerned. 

Ordered also that the notification be published in the Gazette of India for general infor¬ 
mation. 

Sd/- 

(S. Chakravarti), 

Secretary to the Government of India. 

The Manager, 

Government of India Press, 

Faridabad. 

Copy forwarded to : 

1. All State Governments/Union Territories (Department of Cooperation) 

2. All Ministries and Departments of the Government of India. 

3. Lok Sabha Sectt./Rajya Sabha Sectt. /Department of Parliamentary Affairs. 

4. Planning Commission, New Delhi. 

5. Reserve Bank of India (Agricultural Credit Department), Bombay. 

6. State Bank of India, Bombay. 

7. All members of the Committee. 

8. All Officers in the Department of Cooperaton. 

9. National Cooperative Development Corporation. 

10. Prime Minister’s Secretariat. 

11. Parliament Library. 

Sd/- 

(VEDA P. SETHI) 
Director (Trade) 

for Secretary to the Government of India 



Annexure H 

NATIONAL COOPERATIVE DEVELOPMENT CORPORATION 
(COMMITTEE ON COOPERATIVE MARKETING) 

f Phone : 76121 C-92, South Extension (IT), 

Tele : L gram : ‘COPCORP’ New Delhi-16. 

Dated, the 11 th September 1964 . 

No. 19-13/64-M. 

To 


The Registrar, 

Cooperative Societies, 

(All States/Union Territories.) 


Sub :—Expert Committee on Cooperative Marketing'—Collection of information. 


Sir, 

As you are aware an Expert Committee on cooperative marketing has been appointed 
by the Government of India to review the present pattern of organisation of cooperative 
marketing of agricultural produce, distribution of production requisites and supply of c on- 
sumer’s articles at different levels, consider the difficulties that now stand in the way and re¬ 
commend measures as can enable cooperative marketing societies to play their due role in an 
integrated structure of credit supplies and processing. 

2. The Committee, in its first meeting held on 31-8-64, decided to collect information 
from various agencies for this purpose.Witli a view to collect the required information, 
4 sets of questionnaire have been prepared to elicit information from various agencies, 
namely, (1) Registrars of Cooperative Societies, (2) State Cooperative Marketing Societies, 
(3) District Cooperative Marketing Societies and ( 4 ) Primary Marketing Societies. Copies 
of questionnaire to be replied by '.he Registrar of Cooperative Societies and District coupe t a- 
tive Marketing Societies will be sent in due course. As regards State Cooperative Marketing 
Societies questionnaire will be addressed to them directly for supplying the required informa¬ 
tion. I am sending herewith copies ofquestionnaire to be replied by the Primary Marketing 
Societies. It is intended that the information may be collected from about 5% of the pri¬ 
mary Cooperative Marketing Societies in each State. In your State there are primary 
marketing societies of which the information has to be collected from primary marketing 
societies. With a view to get a representative picture of the development of cooperative 
marketing in the State, it is requested that the societies selected should be of good, medium 
and indifferent types. The list giving the names and addresses of the selected primary 
marketing societies may kindly be sent to the Corporation for information at an early date. 
Since the Committee has been asked to submit its report by the end of December, 1964 , 1 
am to request that immediate steps may kindly be taken to get the questionnaire filled up 
from the selected societies and sent to the Corporation latest by 30tli September, 1964 . 
We are sending by separate post copies of questionnaire twice the number of societies to be 
selected for this purpose with a view that one copy duly filled may be sent to the Corporation 
and the other retained with the society/department. 

3. With a view to facilitating collection of data accurately and urgently I am to request 
that you may kindly instruct your field staff to help the selected societies in filling up the 
proforma and sending it to the Registrar’s Office from where the copies of questionnaire 
duly filled, may be sent to the Corporation. 


Yours faithfully, 

Sd/- 

(VEDA P. SETHI) 
Member Secretary. 

Copy for information to Secretaries in-charge Cooperation, all States and Union Terri¬ 
tories. 
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EXPERT COMMITTEE ON COOPERATIVE MARKETING 
Appointed by Government of India 

(Ministry of Community Development & Cooperation) 

Questionnaire 

For 

Primary Marketing Societies 
I—GENERAL PARTICULARS 

STATE- DISTRICT- —- 

1. Name, Address , etc. 

LI Name and address of the society. 

1.2 Date of Registration. 

L3 Whether organised/re-organised. 

1.4 If reorganised date of reorganisation. 

2. Locution of the Society 

2.1 Is the headquarters of the society located at 
r.iandi ccntre/coilection centre or any other 
place ? Please indicate the nature of market where 
the society is situated. 

2.2 Is the market, where the society is situated a 

regulated market? Yes/No. 

3. Area of Operation 

3.1 Area of operation as per by-laws. 

3.2 Does the area of operation of the society cover all 
the villages from which produce comes for sale to 
mandis within the area of operation of the 
society ? 

3.3 No. of villages in the area of operation of the 
society. 

3.4 Of the above number of villages, from how many 
is the society actually getting (a) membership 
and (b) agricultural produce ? 

3.5 No. of mandis within the area of operation : 

3.6 No. of mandis in which the society is carrying on 

marketing operations. In the At present 

Beginning. 

3.7 No. of agricultural credit societies in the area of 
operation. 

3.8 No. of agricultural credit societies affiliated to 
the society. 

4. Affiliation with other cooperative institutions: 

4.1 Is the society affiliated to: 
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(0 Co-operative Financing Agency? Yes/No 

(if) District Cooperative Marketing Society? Yes/No 

(Hi) Apex Cooperative Marketing Society Yes/No 

(j>) Any other Cooperative institution (Please name) Yes/Mo 

5. Membership (for the last two years) 

5.1 Cooperative Societies: (As on) 


30-6-63 30-6-64 

(/) Agricultural Credit Societies 

(ii) Other societies (Please specify) 

5.2 Individuals : 

(0 Agricultural Producers. 

(if) Nominal Members (Private traders etc.) 

Total Members: 


5.3 Do the bye-laws of the society envisage a pro¬ 
vision for excluding a person from the member¬ 
ship of the society who is undertaking jointly 
or severally marketing/processing of the same 
agricultural commodity/commodities, dealt 
by the society? If not, do you think such 
members should be excluded. Give reasons 
based on experience. 

6. Management and Administration : 

6.1 Composition of Board of Management as per bye¬ 
laws :— 

(() Societies representatives. 

(ii) Individual members’ representatives. 

(iii) Government nominees. 

(iv) Others, if any (Please specify). 

Total 


6.2 Are there any traders on the board of manage¬ 
ment ? If so, in what capacity are they repre¬ 
sented there? 

6.3 When was the Board of Management last elec¬ 
ted? 


6.4 Has the society an official as Chairman ? Yes/No 

If yes, is he nominated or elected. 

6.5 Are the Meetings of the General Body held regu¬ 
larly as required under bye-laws? Yes/No 

616 Pleas* give the details of the meetings of the 
General Body held during last year? 


Date of Meeting 


Total strength No. of members 
of General who attended the 
Body Meeting 


0 ) 
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< 5.7 Has the society a part-time or full time paid mana- Part time/Full time, 
ger? 

6.8 Is he on deputation from the Department ? If so, 

for what period? Yes/No 

6.’) Is he specially trained in marketing? Yes/No 

6.10 What are his qualifications, business experience 
and emoluments? 

6.11 Please give the staff position of the society and 
duties being performed by each staff member in 
the following form 

Name of the No. of Scale of pay Total Duties 

post posts monthly performed 

salary 


{») 
f if) 
(ii‘) 
(iv) 
(y) 


Total staff 

strength : monthly 

Pay Bill Rs. 


6,12 Does the society experience any difficulty in 
getting trained and experienced staff? 


II—FINANCE 

i. What are the different classes of the shares and 
their face value? 


Class of Shares Total No. 

of shares 


Face value 
of each share 


<0 

m 

(« 7 ) 

2. Paid up Share Capital (for the last two years) 

As on 

30-6-63 30-6-64 

(Rs.) (Rs.) 

(i) Societies : 

(a) Agricultural Credit Societies. 

(b) Others, if any. 

(if) Individual Members. 

(Hi) Nonimal Members 
(Private traders etc.) 

(iv) Government. 

<v) Total : 
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3. Reserve and other funds. 

4. Total owned funds. 

5. Total working capital. 

6. What steps are being taken to strengthen the share 
capital. 

7. Borrowings : 

7.1 What is the total M.C.L. of the society and how 
is it fixed ? 

7.2 Please give the details of borrowings for the last 
two years in the following form : 

7.3 Cooperative Financing 1962-63 1963-64 

agencies', ------— 

(Rs.) (Rs.) 

(i) Clean Loan. 

(a) amount sanctioned during the year; 

(b) amount drawn during the year; 

(c) amount outstanding at the end of the year. 

(ii) Pledge Loan 

(a) amount sanctioned during the year ? 

(b) amount drawn during the year; 

(c) amount outstanding at the end of the year. 

7.4 State Bank of India 

(i) Clean Loan 

(a) amount sanctioned during the year? 

(b) amount drawn during the year; 

(c) amount outstanding at the end of the year : 

7.4 (ii) Pledge Loans 1962-63 1963-64 


(Rs.) (Rs.) 

(a) amount sanctioned during the year; 

(b) amount drawn during the year; 

(c) amount outstanding at the close of the year. 

7.5 Oliver borrowings, if any (to be specified). 

(i) Clean 

(ii) Pledge 

7.6 Whatistherateofinterest paid on borrowings 
by the society . Please give details in the 
following form 

Agency Rate of interest 


On clean 
loans 

(0 Coop. Financing Agencies. 

(ii) State Bank of India. 

(Hi) Others, if any (to be specified). 

7.7 Does the society experience any difficulty in 
getting financial accommodation (pledge/ 
clean) from the Cooperative Financin ; Agen¬ 
cies or State Bank of India. 


On pledge 
loans 
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7.8 Is the society required to invest in the shares of 
the Cooperative Financing Agencies in pro¬ 
portion to its borrowings from them ? If yes, 
what is the proportion of investment required ? 

7.9 Do the bye-laws of the society/circulars from 
the Registrar envisage compulsory invest¬ 
ment in the shares of the Central Coop. 

Bank/State Coop. Bank. 

8. Investment 

8.1 Do the bye-laws of the society or circulars from 
the Registrar envisage compulsory investment 
of reserve and other funds (in part or full) out¬ 
side the society’s business ? If yes, please in¬ 
dicate the position. 

8.2. Please give the details of the investments of 
the society outside its business for the last two 
years in the following form :— 

Amount invested 


Kind of Investment 

As on 

As on 


30-6-63 

30-6-64 

(i) 

m 

m 

O'v) 

(V) 

(Rs.) 

(Rs.) 

8.3 Do the financial needs of the society warrant 
such investments outside its business ? If not, 
why have funds of the society been locked up 
outside its business ? Please indicate the 
reasons. 

Working results. 

(Please give details for the last two years in the 
following form) :— 



Particulars 

1962-63 

1963-64 


(Rs.) 

(Rs.) 


9.1 Commission earned on agency business. 

9.2 Profit (+)/loss (—) on business as owners 
(i) On sale of agrl. produce. 

(if) On distribution and supply business * 

(a) Production supplies. 

(b) Consumption supplies. 

9.3 Total Income. 

9.4 Salaries and allowances. 

9.5 Other expenses. 

9.6 Total Expenses. 

9.7 Net profit (+)/Net Loss (—). 
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9.8 Dividend declared. 

(i) Rate : 

(a) To Government. 

(b) To Members. 

(ii) Amount : 

(a) To Government. 

(b) To Members. 

9.9 Bonus/rebate given to members. 

(i) Rate per rupee. 

(ii) Amount given. 

(iii) No. of beneficiaries. 

10. Government assistance received (Please give details 
in the form below) : 

Particulars Amount received 

__ _ _ (Rs.) 

10.1 Share capital contribution : 

(i) For marketing operations. 

(ii) For processing activities. 

10.2 Assistance for godown construction : 

(i) Loan 

(ii) Subsidy. 

10.3 Subsidy for hiring godowns. 

10.4 Managerial subsidy. 

10.5 Others (to be specified). 

10.6 Are there cases when money has been utilised for the 
purpose for which it was not sanctioned. 

10.7 Please give particulars of the Government Share con¬ 
tribution and loan retired/repaid in the following 
form :— 

Year in which Govt. Share Govt, loan retired 

retired/repaid Contribution retired 

(Rs.) (Rs.) 

(i) 

(ii) 

(iii) 

Total Amount : 


lit BUSINESS TECHNIQUES AND OPERATIONS 

1. Area and production of different crops in the area of 
the society. (Please give last year’s figures). 

Crop Area Production 

(in acres) (in maunds) 


(i) 

(ii) 







(iii) 

<iv) 

(V) 
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Total : 


2. Total arrivals of agrl. produce in mandis within the 
area of operation of the society during last year : 



Name of commodity 

Names of 
mandis 

Arrivals 
(in mds.) 

(1) 

(2) 

(3) 


(0 

(ii) 

(iii) 


(iv) 

(v) 

(vi) 

Total : 


3. Market Practices. 

3.1 Of the total marketable surplus of agricultural 
produce in the area, please indicate. 

(i) approximate percentage of produce sold in 
villages. 

(ii) approximate percentage of produce brought to 
mandis. 

3.2 What are the different market charges and deductions 
in cash/kind made from the sale proceeds by the soci¬ 
ety and private traders ? Please give information in 
the following form : 

(per value of Rs. 100) 


Charges/deductions 


(i) Commission/Brokerage. 

(ii) Tulai (weighment charges). 

(iii) Cleaning & Screening 

(iv) Karda (deductions for foreign 
matter). 

(v) Dharmada. 

(vi) Others, if any (Please specify). 

Total : 


By the society By private traders 

In cash In kind In cash In kind 


4. Marketing of Agricultural Produce : 

4.1 Please give the details of agricultural 
produce handled by the society during 
the last two years in the following form 
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(i) Agricultural produce marketed as Agents. 


Commodity 

1962-63 

Quantity Value 
(in mds.) (Rs.) 

1963-64 

Quantity Value 
(in mds.) (Rs.) 

(>) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

Total : 

(ii) Agricultural Commodities 

marketed as owners. 

—- —.. 


1962-63 

1963-64 

Commodity 

Quantity Value 

Quantity Value 


(in mds.) (Rs.) 

(in mds.) (Rs.) 


(i) 

(ii) 

(Hi) 

(iv) 

(v) 

(vi) 

Total : 


4.2 Of the total value of agricultural 
produce marketed by the society, the 
value of agricultural produce received 
from non-members : 


(i) As Agents 

(ii) As Owners 


1962-63 1963-64 

(Rs.) (Rs.) 


Total : - ————- 

4.3 Of the total quantity of commodities Marketed by 
the society, the approximate percentage brought by : 

1962-63 1963-64 

(%) (%) 

(i) Affiliated societies 

(ii) Individual members. 

(iii) Non-members. 

(iv) Marketing panchayatdars/Collecting agents of 
the society. 

4.4 Of the total value of agrl. produce marketed by the 
societv, the value of agrl. produce sold tlirough/to : 


1962-63 

(Rs.) 


1963-64 

(Rs.) 
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(i) Apex Marketing Society 

(ii) District Marketing Society 

(iii) Private trade. 

(iv) Consumers. 

4.5 Is the society liable to pay any taxes/levies and also 
indicate whether these have adversely affected the 
marketing operations of the society ? 

4.6 Has the society undertaken marketing of agricultural 
produce in partnership or on commission basis with 
the District/Apex Marketing Society ? If so, with 
what results ? Please give the details of such trans¬ 
actions undertaken during the last two years. 

4.7 Has the Society fixed any targets for the marketing 
of agricultural produce ? If so, please give the year- 
wise targets for the Third Plan period in the following 
form : 


Commodity 1961-62 1962-63 1963-64 1964-65 


(i) 

(ii) 

(iii) 

(iv) 

(v) 

(Vi) 

Totai : 

5. Information regarding outright purchases of Agricul¬ 
tural Produce : 

5.1 Do the bye-laws of the society or circulars of the Re¬ 
gistrar put any restrictions on making outright pur¬ 
chases ? If so, what is the limit upto which the society 
cart make outright purchases ? 

5.2 How long does the society generally hold the stocks 
of agricultural produce purchased outright ? 

5.3 Does the society maintain separate accounts for out¬ 
right purchases and check periodically profitability 
of such transactions. 

5.4 Docs flic society maintain any price fluctuation fund 
as a cushion against possible losses out of outright 
purchases of agricultural produce ? If so, what is 
the percentage of such contribution out of annual 
profits of the society towards such fund ? Please 
also indicate the balance outstanding against this 
fund at the close of the last year. 

5.5 Would the society like to ex'end its business on cut- 
right purchases '? What are the difficulties in doing 
so ? 

5.6 What facilities would be needed for extending such 
business ? 

6. Processing of agricultural produce. 

6.1 Does the society undertake processing of any agricul¬ 
tural produce also? If so, what arc the methods 
adopted for processing of agricultural produce ? 
Whether the society undertakes processing on its own 
account or on behalf ofits members and non-members 
as well ? Please indicate the procedure generally 
followed. 


1965-66 
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<5.2 Does the society undertake processing on its own 
plant or hired plant or in a private factory ? 

<5.3 Please give the details of commodities processed dur¬ 
ing the last two years in the following form : 

1962-63 1963-64 

Particulars of Commodities processed --*■ -1 r~ -* ' 

Quantity Value Quantity Value 

(in mds) (Rs.) (in mds) (Rs.) 


(a) Received from members : 

(i) 

(ii) 

(hi) 

(b) Received from non-members : 

(>) 

(ii) 

(hi) 

(c) On Society’s own account : 

(i) 

(ii) 

(hi) 


Total : 


7. Grading 

7.1 Does the society undertake pooling of Commodities 
according to different grades and pay the pooled 

price ? Yes/No. 

7.2 If not, what are the reasons ? Do the members object 
to such a procedure ? Has the society any plans to 
introduce this system ? 

7.3 Does the society have arrangements for grading of 
agrl. produce ? Has it adequate staff and equipment 
for this purpose ? 

8. Distribution of Production requisites. 

8.1 Please give the details of agricultural requisites distri¬ 
buted during the last two years in the following form :- 


1962-63 


1963-64 


Production requisites r - 

As Agents 

t - K -* 

Quantity Value 
(mds) (Rs.) 


- “> t - 1 

As owners As Agents As Owners 

, - A- -, ,—-*- 1 <-*“ > 

Quantity Value Quantity Value Quantity Value 
(mds) (Rs.) (mds) (Rs.) (mds) (Rs.) 


(i) Seeds 

(ii) Nitrogenous 
fertilisers. 

(iii) Manures 
Mixtures etc. 

(iv) Insecticides 
and pestici¬ 
des 

(v) Agricultural 
implements 
(Nos.) 
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(vi) Others, it 
any (Pica so 
specify) 

8.2 Has the society monopoly distribution of fertilisers 
in its area of operation ? 

8.3 Does the society ge.t fertilisers and other production 
requisites on cash or consignment basis ? 

8.4 If the society is a wholesaler, does it undertake retail 
distribution through its own depots or through co¬ 
operative/private agents ? Please give the number of 
such retail agents in the following form : 

Agency 

(i) Oven Depots. 

(ii) Agricultural Credit Societies. 

(iii) Private Agents. 

8.5 What is the commission per ton that society gets and 
what are the items of expenditure to be borne by the 
society for distribution of fertiliser ? Is the com¬ 
mission adequate to meet the required expenses or 
leave some margin for profit ? 

9. Supply of Consumer Goods. 

9.1 Please give the value of consumers* goods sold during 
the last two years : 


Commodity 


(i) Sugar 

(ii) Kerosene 

(iii) Wheat 

(iv) Rice 

(v) Others (please specify) 


Nos. 


(Value in Rs.) 
1962-63 1963-64 


Total : 


10. Pledge loans. 

10.1 Please give the details of pledge loans advanced dur¬ 
ing last two years in the following form :— 


Commodity 


(i) 

(M) 

(iii) 

(iv) 
(V) 


1962-63 1963-64 

Quantity Value Amount Quantity Value Amount 

pledged advanced pledged advanced 

(mds) (Rs.) (Rs.) (mds) (Rs.) (Rs.) 


Total : 
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10.2 Please give the number of different persons to whom 
pledge loans were advanced during last two years: 

Persons 1962-63 1963-64 

(No.) (No. 

(/) Producer-Members 
(h) Producer-Non-Members 
(iii) Traders: 


Total 

10.3 Has any ratio been fixed between the shareholding 
of a member and the pledge loan advanced to him ? 

If so, please indicate such ratio. 

11. Production Loans 

11.1 Does the society also advance short-term production 
loans to its members ? If so, please give the details of 
such loans advanced during the last two years, as 
under :•— 

Particulars 

(/') No. of members to whom advanced : 

(ii) Amount of loans advanced: 

(iii) Amount outstanding at the end of the year: 

(»v) Of (iii) above amount over-due. 

12. Linking of Credit with Marketing 

12.1 Has the society implemented the scheme of linking 
of credit with marketing? 

If so, what is the procedure followed for its implemen¬ 
tation ? 

12.2 Does the society get demand lists from its affiliated 
credit societies regarding the amounts of loans out¬ 
standing against their members to be recovered from 
the sale proceeds of their produce sold through the 
society? 

12.3 Please give the details of loans recovered from the 
members from the sale proceeds of their produce dur¬ 
ing the last two years: 

(i) No. of affiliated credit societies for whom loans 
recovered: 

(ii) Amount of total loans advanced by the above 
societies. 

(iii) No. of members from whom loans recovered: 

(iv) Amount of loans recovered (Rs.). 

12.4 If the linking of credit with marketing has not yet been 
implemented, what are the reasons for the same and what 
are the steps being taken to implement the scheme ? 

13. Storage 

13.1 Please give the particulars 
society: 


of the godowns with the 


Yes/No 


1962-63 


1963-64 


Yes/No 


Yes/No 


1962-63 


1963-64 


1962-63 


1963-64 


(i) Owned 

(ii) Hired 


No. of 
godowns 


Capacity 
(in mds.) 


No. of 
godowns 


Capacity 
(in mds.) 


Total 



337 


13.2 Total rent paid for hired godowns during : 

Amount (Rt.) 

1962- 63 

1963- 64 

13.3 Does the society keep its stocks in State/Central Ware¬ 
houses and obtain finance against warehouse receipts. 

Please give the particulars. 

13.4 Are the godowns of the society being fully utilised? Yes/No 

Please give the following details regarding the utilisa¬ 
tion of godowns:— , , 

No. of days 

(<) Maximum! quantity of stocks held during any 
period of the year. 

(it) Average No. of days in the year when the go- 
downs are fully occupied:— 

(iii) Not fully occupied, but more than half the capacity 
occupied. 

(iv) Less than half the capacity occupied. 

13.5 Are the society’s, godowns generally stocked with 
members’ produce or society’s cwn stcck? 

13.6 No. of members stocking produce. 

13.7 Please indicate 

(a) Maximum period & 

(b) Minimum period 

of stocking by a'member during 1963-64. 

13.8 Rate of godown rent charged by the society. 

13.9 Total godown rent realised during the years:- 

Amount (Rs.) 

1962- 63 

1963- 64 

14. Audit & Inspection 

14.1 Is the society being regularly audited and inspected ? 

14.2 The date of last audit and the year for which the 
society has been audited. 

14.3 Audit classification of the society for the last two years. 

14.4 A copy of bye-laws and final Statement of Accounts 
for the last two years may be appended. 


IV—QUALITATIVE DATA 

Please give brief notes throwing light on the following points: 

1. System of purchase of agricultural produce as owners or agents. Whether any 
brokers (private/Coop.) employed fcr making purchases——whether pmchases 
made at prevailing market prices or on seme other basis—Method cf procurement 
and disposal of agricultural produce and business techniques being adopted by the 
society. 

2. Role of the society in procurement and marketing schemes of agricultural produce 
particularly foodgrains, distribution of agricultural requisites and consumers’ 
goods—whether any monopoly rights enjoyed by the society in these schemes? 

3. Does the society feel any difficulty in getting adequte finance from financing agenci es 
like Central Coop. Bank, State Bank of India for its working capital requirements. 

4. Did private traders, any time form a ring against the society and create difficulties 

in its working? What efforts were made to overcome them and with what results? 



5. Whit is ths source of market intelligence available to the society? Whether timely 
and adequate market intelligence is available to the society and it disseminates the 
same to its members. 

6. What has been the role of District/Apex. Marketing Society in regard to promotion 
of marketing activities of the society? 

7. Which of the following do you consider as obstacles in the expansion of cooperative 
marketing? Please mention them in order of importance with your views in the light 
of your experience. 

(i) Unfair competition from trader. 

(if) Financial inadequacy. 

(iii) Lack of trained personnel. 

(iv) Lack of processing facilities. 

(v) Lack of direct contact with consumer. 

(vi) Lack of storage facilities. 

(vii) Any other (Please specify). 
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Annexure HI 

EXPERT COMMITTEE ON COOPERATIVE MARKETING 
Appointed by Govt, of India 

(Ministry of Community Development & Cooperation) 

Questionnaire 

for 

State Marketing Societies 

N.B.:—If space under any question is not adequate, please add separate sheet making 
reference there to). 

I-GENERAL 

1. Name and address of the society. 

2. Date of registration. 

3. If reorganised, date of reorganisation. 

4. No. of Marketing Societies in the State No. 

(i) Primary 
(it) District 

5. Membership As on As on 

30 - 6-63 30 - 6-64 

5.1 (/') District Regional Marketing Societies 
(n) Primary Marketing Societies 

(iii) Other Societies 
O'v) Individuals 
(v) Total 

5.2 Is it necessary to have individuals as members of the 
society? Is any attempt being made to make the 
apex society a purely federalj.instilution? 

6. Management 

6.1 Composition of Board of Management as pei bye- No. 

laws:— ' 

(0 Marketing Societies representatives 
(it) Other societies representatives 

(iii) Individuals Members’ representatives. 

(iv) Govt, nominees. 

(v) Others if any (please specify) 


Total 


6.2 When was the Board of Management last elected? 

6.3 When was the last meeting of the General Body 
held? 


6.4 Please give the details of the meetings of the General 
Body held during last year in the following form: 


Date of Meeting Total strength No. of rne- 

of General bers who at- 
Body. tended the 
meeting. 


(0 

00 
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6.5 Please indicate, if any of the present members (if the 
Board of Directors of the society have any special 
qualifications or experience in marketing of agricul¬ 
tural produce, distribution of production requisites 
and supply of consumers’articles? 

6.6 Are .such members of the Beard on any Committees 
constituted in the society to settle purchase price of 
goods and take business decisions from time to time ? 

7. Administration 

7.1 Please give the details of staff position of th e society, 
theirexperienees, emoluments and duties in the follow¬ 
ing form: 


Name of post Qualification Scale of pay 

a . 

O'O 

(Hi) 

a v) 

(v) 

7.2 What is the administrative set up of the society? 

7.3 Is the Secretary /Manager of the society on deputation 
from the Department or direct reciuit. 

7.4 Is the Secretary/Manager of the society specially 
trained in marketing and with previous business ex¬ 
perience ? 

7.5 Is the Sscretary/Manager of the society or some other 
officer vested with powers to purchase or sell any of 
the commodities handled by the society upto any 
specific limit without obtaining sanction of the 
Board ? 

7.6 If so, what is the limit of such authority? Please also 
indicate the procedure for undertaking business deci¬ 
sions. 

7.7 Has the society adequate staff? 

7.8 Has the society a separate promotional and assessment 
cell for the development of marketing activities 
and assisting the primaries to expand their marketing 
activities? 

7.9 If so, Please give the particulars of set up and working 
of such cell. 

7.10 Does the society maintain any common managerial 
cadre for District/Primary marketing societies? 

7.11 If so, what is the procedure of recruitment and appoint¬ 
ment to various District/Primary marketing socie¬ 
ties. Please give full particulars of the scheme, if 
any. 

7.12 Does the society experience any difficulty in getting 
trained and experienced staff? 

8. Is the society affiliated to: 

(0 National Agricultural Marketing Federation. 

(if) Any other Cooperative Institution (please name) 


Duties 


Yes/No 


Yes/No 

Yes/No 


Yes/No 


Yes/No 
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II-FINANCE 

1. What are the different classes of shares and their face 
values? 

2 . Paid-up share capital : As on As on 

30-6-63 30-6-64 

(i) Societies: 

(a) Marketing Societies. 

( h ) Other Societies. 

(ii) Individual Members. 

(Hi) Government 

(tv) Total 

3. Reserves and other funds. 

4. Total owned funds. 

5. Total working capital. 

6. What steps are being taken to strengthen share capital. 

7. Borrowings: 

7.1 What is the total M.C.L. of the society and how is it 
.fixed? 

7.2 Please give the details of borrowings for the last two 
years in the following form: 

7.3 Coop. Financing agencies 1962-63 1963-64 

(i) Clean Loan: 

(a) amount sanctioned during the year; 

(b) amount drawn during the year; 

( c ) amount outstanding at the end of the year. 

(ii) Pledge Loan 

(a) amount sanctioned during the year; 

(b) amount drawn during the year; 

(c) amount outstanding at the end of the year. 

7.4 Stale Bank of India; 

(0 Clean Loan: 

(a) amount sanctioned during the year; 

(b) amount drawn during the year; 

(c) amount outstanding at the end of the year. 

(ii) Pledge Loans 

(a) amount sanctioned during the year; 

( b ) amount drawn during the year; 

(c) amount outstanding at the close of the year. 

7.5 Other borrowings, if any (to be specified) 

(/) Clean 
(ii) Pledge 

7.6 Please give purpose-wise classification of borrowings. 

Agency Purpose for which borrowed. 

For fertilisers 
For marketing. and other 

operations distribution 

business. 


(i) Cooperative Financing Agencies 

(ii) State Bank of India 

(Hi) Others, if any( to be specified) 
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7.7 Docs the society experience any difficulty in getting 
(financial accommodation (pledge/clean) from the 
Cooperative Financing Agencies or State Bank of 
India ? 

7.8 What are financial requirementsduringayearfor: (Rs.) 

(i) Marketing business 
(ii) Distribution of production requisites 
(/it) Supply of consumers’ articles 

7.9 What are the present arrangements for obtaining credit 
to enable the society to carry on the above activities? 

7.10 Are the arrangements adequate? Yes/No 

7.11 What are terms and conditions under which finance 
is made available ? Are any of the conditions restrictive 
in nature? To what extent do you suggest that the 
conditions be relaxed? 

8. Investments: 

8.1 Do the bye-laws of the society or circulars from the 
Registrar envisage compulsory investment of reserves 
and other funds (in part or full) outisde the society’s 
business? If yes, please indicate the position. 

8.2 Please give the details of the investments of the society 
outside its business for the last two years in the follow¬ 
ing form:— 

Amount invested 

Kind of investment As on As on 

--—- 30-6-63 30-6-6 4 

(Rs) (Rs) 

(0 

07) 

077) 


Total 

8.3 Do the financial needs of the society warrant such 
investments outside its business? If not, why have 
funds of the society been locked up outside its busi¬ 
ness? Please indicate the reasons. 

9. Working results : 

Please give details for the last two years in the following 
form: 

1962-63 1963-64 

Particulars (Rs.) (Rs.) 

9.1 Commission earned on agency business 

(i) on sale of agricultural produce; 

(ft) on sale of fertilisers; 

(iff) on sale of other production requisites. 

(iv) on sale of consumer goods. 

9.2 Profit (+)/Loss(—) on business as owners :— 

(i) On sale of agricultural produce. 

(ii) On distribution and supply business : 

(а) Sale of fertilisers; 

(б) Other production supplies. 

(c) Consumers’ goods. 
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9.3 Total Income. 

9.4 Salaries and allowances. 

9.5 Other expenses. 

9.6 Total expenses. 

9.7 Net profit (+)/'Net Loss (—). 

9.8 Dividend declared. 

U) Rate : 

(a) To Government. 

(b) To members. 

(it) Amount: 

(a) To Government. 

(b) To members. 

10. Government assistance received (Please give details in the form below ) : 
Particulars 


KM Share capital contribution. 

10.2 Assistance for godovvn construction ; 

(0 Loan. 

(it) Subsidy. 

10.3 Subsidy for hiring godowns. 

104. Managerial subsidy. 

5 0.5 Others (to be specified) 


III. BUSINESS TECHNIQUES & OPERATIONS 

1. Marketing of Agricultural Produce : 

1.1 Please give the details of agricultural produce handled 
by the society during the last two years in the follow¬ 
ing form :— 

ft) Agricultural Produce marketed as Agents : 

1962453 ~ 

Commodity ,-*-■— 

Quantity Value 
(in mds.) (Rs.) 


(0 

(it) 

(id) 

(iv) 

(v) 

(yj) 

Total 


1963-64 


Quantity Value 
(in mds.) (Rs.) 


Amount received 
(Rs.) 
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(//) Agricultural Commodities marketed as Owners : 


1962-63 1963-64 

Commodity ,-*-, ,--—*--, 

Quantity Value Quantity Value 
(in mds.) (Rs.) (in mds.) (Rs.) 


(0 

(«) 

(Hi) 

(iv) 

O) 

(w) 


Total 


2. Of the total value of agricultural produce markeled 
by the society, the value of agricultural produce pur¬ 
chased through/from 


1962-63 


1963-64 


(f) District Marketing Societies 
(«) Primary Marketing Societies 
(Hi) Private Agencies 

3. Inter-State Trade. 

3.1 Piease give the particulars cf agricultural produce 
sold to other states within the country in the following 
form :— 


Commodity 


Name of State 
to which sold 


1962-63 

Quan- Value 
tity (Rs.) 


1963-64 

Quan- Value 
tity (Rs.) 


(0 

(») 

(Hi) 

(<>) 

(v) 


Total 


3.2 Of the total value of agricultural produce sold to 
other states, how much was sold through/to : 


Value 

1962-63 1963-64 

(Rs.) (Rs.) 

(/) Apex Marketing Society 
(if) Consumers’ Stores 

(iff) Other Cooperative Agencies (please specify) 

(fv) Private Agency 


4. Export 

4.1 Please give the particulars of agricultural produce ex¬ 
ported outside the country during the last two years. 
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1962-63 1963-64 

Name of the < --> r— -*- 

Commodity country Quan- Value Quan- Value 

tity (Rs.) tity (Rs.) 


(0 

(«) 

(Hi) 

(*v) 

(K) 


Total 


5. Import 

15. Please give the particulars of agricultural production 
requisites imported from other countries during the 
last two years. 

1962-63 1963-64 

Commodity r -*— -> ,--—*-i 

Quan- Value Quan- Value 
tity tity 

(0 

<») 

(hi) 

(iv) 

(v) 

Total 


6. Does the society get any preferential treatment in the 
matter of export of agricultural produce and import of 
production requisites. Please give the particulars 
of existing position and difficulties if any being experi¬ 
enced by the society in undertaking this activity. 

7. Please give the details of the role assigned to the 
society in Govt, procurement Schemes and the achieve¬ 
ments in this respect. 

8. How does the society help and associate District/ 

Primary marketing societies in developing their mar¬ 
keting activity ? Please give a brief account of 
activities undertaken in this direction during last two 
years and achievements. 

9. Has any link been established with consumers’ stores ? 

Please give the total value of agricultural produce sold 
consumers’ stores during the last two years. 

1962-63 1963-64 

Commodity , -*- 1 i-*-— -> 

Quan- Value Quan- Value 
tity tity 


(0 

(«) 

(hi) 

(iv) 

(V) 


Total 
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10. Distribution of agricultural production requisites. 

10.1 What is the role of the society in the distribution of 
agricultural production requisites like.fertilifers, seeds, 
insecticides, pesticides and agricultural implements ? 

10.2 Has the society monopoly distribution of (i) nitrogen¬ 
ous fertilisers and (ii) superphosphates in the State ? 

Does the society get these fertilisers c n consignment 
basis or against cash ? What are the distribution 
arrangements ? Piease give a detailed note on the 
fertiliser distribution highlighting the above points. 

10 3 What are the distribution points for sale of fertilisers 
in the State ? Please give particulars of distribution 
points in the following form : 

Agency No. of distribution points. 


(i) Cooperatives. 

(if) Society's own Depots. 
(jii) Private agencies. 


Total : 


10.4 Please give the total value of agricultural production 
requisites handled by the society during last two years 
in the following form. 

1962-63 1963-64 

(Rs.) (Rs.) 

(i) Fertilisers : 

(a) Nitrogenous. 

C b ) Superphosphates. 

(c) Manure and Mixture. 

(ii) Seeds. 

(Hi) Insecticides and pesticides. 

(iv) Agricultural implement. 

Total : 


10.5 Of the total value of fertilisers sold during the last 
two years, how much was sold through different agen¬ 
cies ? Please give information in the following form : 


Agency 


(i) Cooperatives. 

(ii) Societies own depots, 
(ii/) Private agencies. 


Value sold 

r "l 962-63 1963-64 


Total: 

10.6 What is the margin per ton for nitrogenous and super¬ 
phosphates fertilisers and how it is distributed at 
various levels ? 

10.7 Is the margin in fertilisers adequate enough to meet the 
expenses and leave some margin of profit ? Or is it 
inadequate ? What are your suggestions in this res¬ 
pect ? 
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10 8 Are the present arrangements regarding distribution 
of fertilisers in the State satisfactory ? Does the 
farmer get adequate quantities and timely supplies of 
fertilisers ? If not. what alternative arrangements 
would you suggest ? 

11. Supply of consumers’ articles: 

11.1 Please give the total value of consumers’ articles 
handled by the society durins last two years in the 
following form :— 


Commodities 


(0 

(«) 

(Hi) 

(iv) 

Total 


Value in Rupees 

_ * . . 


1962-63 


1963-64 


11.2 What are the agencies utilised in the distribution of 
consumers’ articles? Please give the value of consum¬ 
ers’ articles sold through/to various agencies during 
the last two years. 


Agency 


(0 Society’s own depots/branches 
(it) Cooperatives 
(iii) Private agencies 


Total 


Value in Rupees 


1962-63 1963-64 


11.3 Does the society make purchases of consumer’s arti¬ 
cles on indent basis ? If so. what is the modus ope¬ 
raticii in this respect ? 

12. Storage : 

12.1 Please give the storage capacity available with the 
society in the following form : — 


Yes/No 


No. Capacity 

(in tons) 


(i) Owned godowns. 

(ii) Hired godowns. 

12.2 What is the rent paid for hired godowns and rent 
earned (if any) for renting out storage space during the 
last two years. 


(i) Rent paid. 

(ii) Rent earned (if any). 

12.3 Is the storage capacity adequate with the society in 
view of its business requirements ? 

12.4 What are the approximate storage requirements of 
the society for :— 


(i) Marketing of agricultural produce. 

(ii) Distribution of fertilisers. 

(Hi) Distribution of other production requisites, 
(iv) Supply of consumer’s goods. 


1962-63 1963-64 

(Rs.) (Rs.) 


Yes/No 


Capacity 
(in tons) 
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12.5 Does the society utilise warehouse facilities with 
central/statc warehousing corporation-' and get finan- 
cial accommodation against warehouse receipts. Yes/No 


12.6 If so, please indicate the volume of financial accommo¬ 
dation availed of against warehouse receipts during 
the last two years. 


(0 1962-63 
(ii) 1963-64 


Amount availed 

(Rs.) 


12.7 If no, what are the difficulties in utilising this facility? 


13. Transport 

13.1 Does the society have adequate transport facilities 

for collection and distribution of agricultural produce Yes,No 

and agricultural production requisites? 


13.2 If so, what are the arrangements? Please also give the 
particulars of motor-trucks owned by the Society, if 
any. 

14. Processing 

14.1 Does the society undertake processing of agricultural Yes/No 

produce. 

14.2 If so, what are the arrangements for processing? 

Does the society own a processing plant, cr undertake 
processing on a hired plant? 

14.3 Please give full particulars of processing activity being 
undertaken by the society. 

14.4 Please give the particulars of commodities and quanti¬ 
ties processed during last two years in the following 

_ form:— __ _ 

... 1962-63 1963-64 


Commodities processed 


,_A —, 

f ‘ 

Quantity Value 
(Qtls.) (Rs.) 



Quantity Value 
(Qtls.) (Rs.) 


(0 

(U) 

(Hi) 

(«» 

(v) 

Total 


14.5 Does the processing plant, work to the full capacity Yes/No 

throughout the year? If not, what arc tne reasons? 

15 . Grading 

15.1 Does the society undertake grading of agricultural Yes/No 

produce? 

15.2 If so, please give the particulars of arrangements re¬ 
garding grading (staff, equipment and method of 
grading). 

15.3 Docs the society provide any training facilities in 
grading for the staff of its member-societies. 
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16. Market Intelligence 

16.1 Does the society get any assistance regarding market- Yes/No 

ing intelligence from National Agricultural Coopera¬ 
tive Marketing Federation? If so, please indicate 

the type and manner in which the society gets such 
assistance. 

16.2 Does the society provide market intelligence to Yes/No 

affiliated marketing societies? If so, what is the 

system? 

16.3 If not, what are the reasons are whether society has 
future plans to undertake the service? 

17. Does the society maintain a price fluctuation fund to 
meet losses if any, arising out of outright purchases 
of agricultural produce? If so, please give the opera¬ 
tional details regarding annual contribution made to 
it, balance outstanding and the manner in which losses 
are met out of it. 

18. Trade credits 


18.1 Does the society advance any trade credits to its Yes/No 

purchasers? If so, what are the limits fixed for such 

credit and for what periods in respect of various 
purchasers ? 

18.2 What are the reasons for advancing such trade credits T 
Are these credits extended and their limits fixed with 
the permission of the Board ? 

19. Audit & Inspection. 

19.1 Is the society audited and inspected regularly ? 

19.2 The date of last audit and the year for which the 
society has been audited. 

19.3 Audit classification of the society for the last two years 

Audit Classification 

(i) 1962-63 
07) 1963-64 

19.4 A copy of bye-laws and final statement of Accounts 
for the last two years may please by appended. 


IV—QUALITATIVE DATA 

Please give brief notes throwing light on the following points:— 

1. What are your views on the presen torganisational structure of cooperative marketing 
and suggestions for its development and consolidation? 

2. Present position and suggestions for future development regarding inter-relation¬ 
ship of cooperative marketing with other cooperative agencies like processing, con¬ 
sumer’s credit etc. 

3. Does the society get any assistance from National Agricultural Cooperative Marke¬ 
ting Federation in developing cooperative marketing of agricultural produce? How 
would you like Nafed assist you in these operations. 

4. Suggestions for integrated development of marketing, processing, distribution and 
Supply activities on co-operative lines. What should be the specific role of higher 
level organisations like Nafed and State level marketing societies in this direction. 

LlDeptt.ofCD&C/66—12 
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5. Suggestions for the creation of a common managerial cadre with the State Marketing 
Societies for marketing cooperatives at different levels. 

6. What are the difficulties standing in the way of expansion and development of co¬ 
operative marketing? 

7. Which of the following do you consider as obstacles in the expansion of cooperative 
marketing? Please mention them in order of importance with your views in the light 
of your experience. 

(/) Unfair competition from traders. 

(ff) Financial inadequacy. 

(/if) Lack of trained personnel. 

(»v) Lack of processing facilities. 

(v) Lack of direct contact with consumer. 

(vf) Lack of storage facilities. 

(v//) Any other (Please specify). 



Annexure IV 


COMMITTEE ON COOPERATIVE MARKETING 

(Appointed by the Government of India, Ministry of Community Development and 

Cooperation) 

Questionnaire for Registrars of Cooperative societies. 


I. 1. Structure 

(a) What should in your opinion be the structure of the Cooperative Marketing 

Organisation? Do you prefer a 2 tier (Primary and apex societies) or 3 tier 

(Primary, Dist./Regional and apex societies) structure? Give reasons. 

(b) If you prefer a 3 tier structure, what should be the role and functions of the Distt, 

or Regional federation, vis-a-vis the primary and apex societies? 

(c) (i) What should, in your opinion, be the composition of the District/Regional 

federations and the state apex societies? 

(«) Should the apex societies be composed of District/regional and primary 
marketing societies or the district/regional societies alone? 

2. Do you favour the admission of individual growers as members of Primary 
Marketing Societies in addition to village credit societies? If not, indicate reasons. 

What should be the role of a village cooperative in respect of its members who are also 
members of a marketing society? 

3. Are you in favour of setting up independent societies for processing of agricultural 
produce or whether processing should be undertaken by marketing societies as an 
adjunct to their marketing operations (except in the case of processing units requir¬ 
ing large capital outlay, e.g. Sugar Mills, Spinning Mills, etc.)? (Give reasons for 
your views). If you favour independent processing societies what should be the 
role of marketing societies vis-a-vis the processing societies? 

4. Do you favour single commodity marketing societies? If so what should be the criteria 
for organising such societies and what should be the role of general purpose marketing 
societies vis-a-vis commodity-wise societies in the same area? How will coordina¬ 
tion be effected between these societies in matters relating to recovery of loans, 
distribution of agricultural requisites, etc., particularly if a single grower grows more 
than one crop? 

5. In view of the large expansion in the requirements of agricultural production re¬ 
quisites like Fertilisers, seeds, implements, pesticides, etc. in the IV Plan period, do 
you consider that the existing, marketing societies can undertake distribution of these 
requisites without prejudice to their normal marketing operations? 

OR 

Do you consider that there is a need for separate cooperative organisations for 
distribution and supply functions to enable marketing societies to concentrate 
exclusively on marketing functions? If so at what levels should such societies be 
organised and what would be its effect on the viability of existing marketing societies? 

6. What should be the role of the State Apex Marketing Society and the National 
Marketing Federation? What kind of demarcation of functions and inter-rela¬ 
tionship between them would you suggest? 

It. Membership and Share Capital 

1. What is in your opinion, the minimum membership, share capital and business 
turnover that an average primary marketing society should have to become, an 
economically viable unit? Please furnish details of economics, if available. 

2. What should be the minimum and maximum contribution by the Govt, to the share 
capital of marketing societies at various levels? Viz. primary, distt./regional and apex 
societies. 

3 .(a) Doyou consider the presentation between members and government contri¬ 
butions to the share capital of marketing societies {viz. marging from 1 : 1 to 1 : 3 
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according to cooperative development in different areas) satisfactory. If not 
what proportion do you suggest in respect of marketing societies at different 
levels. 

(6) Should the members’contribution according to the prescribed ratio be paid 
up before the Govt, contribution is made or do you consider that such contri¬ 
bution could be allowed to be raised within a reasonable period? If so what should 
be the period ? 

4. ( a ) Do you consider the present terms for retirement of Govt, share capital in mar¬ 
keting societies at various levels suggested by the erstwhile National Cooperative 
Development and Warehousing Baird in its circular of 14-5-62 (copy enclosed) 
satisfactory? If not what terms do you suggest? 

(6) Do you consider the present procedure of central assistance for the purpose 
being given as interest bearing 15 years loans to State governments as satis¬ 
factory? If not what modifications do you suggest? 

5. What measures do you suggest for strengthening the share cspital of marketing 
societies at various levels? 

m. Management 

1. In the case of marketing societies having both individual growers and village co¬ 
operatives as members, do you consider any separate proportion necessary for them 
for representation on the Managing Committee? If so what should be the criteria 
for fixing such proportion? 

2.1s there need for common cadre for managerial personnel of marketing societies at 
various levels? If so what measures do you suggest for introducing the cadre? 
Please indicate the levels at which they are to be formed, categories to be covered and 
how it should be operated? Do you consider any Government assistance necessary 
for the purpose? 

3. Are you satisfied with the present arrangements for the training of Managerial Per¬ 
sonnel of marketing societies in the cooperative training institutes? If not what 
changes do you suggest? 

4. What measures do you suggest to ensure that all marketing societies have qualified 
managerial staff? 

IV. Marketing Finance 

1. What should be the role of the State Bank of India in providing marketing finance to 
marketing societies? Should the finance from State Bank of India be routed through 
cooperative financing agencies or be given direct to marketing societies? 

2. Are the present arrangements for marketing finance satisfactory? What are the 
difficulties that now stand in the way of marketing societies availing of the finance 
provided by the State Bank of India and Central Financing Agencies? 

3. Would you prefer the entire marketing finance, being provided by one agency rather 
than two? If so which agency State Bank of India or Cooperative Financing Agency 
would you prefer and why? What measures do you suggest for enabling marketing 
societies to obtain adequate finance for their marketing operations? 

4. What should be the role of the State Govt, to ensure that adequate working capital, 
needs are provided to marketing societies? 

5. Do you consider the existing proportions (i) between borrowings and share capital 
holdings in cooperative financing agencies for clean and pledge loans and (ii) bet¬ 
ween owned funds and clean loan limits satisfactory ? If not what changes do you 
suggest? 

6. Do you have any objection to marketing societies utilising their reserve and other 
funds in their own business? Please give reasons. 

7. What are generally the existing margins for grant of pledge loans (i) by marketing 
societies to their members and (ii) by central banks to marketing societies? Do you 
consider them satisfactory? If not what changes do you suggest? 
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8. What are the difficulties/disadvantages in cooperative marketing societies utilising 
licensed warehouses for storage of their produce and raising finances on the warehouse 
receipts? 

9. What modifications, if any, do you suggest to the existing standing instructions of the 
Reserve Bank of India and State Bank of India regarding provision of marketing 
finance so as to ensure adequate and timely finance to the marketing societies? 

V. Production finance 

(а) Do you consider that marketing societies can be permitted to grant production 

finance direct to bigger growers whose needs cannot be met by primary credit 
societies or in cases where the existing marketing societies are already giving such 
credit and its discontinuance now would disrupt their marketing operations? 

(б) In such cases should they be eligible for concessional finance from Reserve Bank of 

India on a par with credit societies? 

2. Generally growers need same advances before harvest to meet harvesting/transpor¬ 
ting costs and also consumption needs. Which agency, in your opinion, i.e. whether 
credit society or marketing society should give such advances to wean the growers 
away from traders ? 

VI. Outright purchases by marketing Societies 

1. Do you consider the scheme introduced by the Government of India recently for 
outright purchases and creation of price fluctuation fund adequate and satisfactory? 
Do you suggest any modifications/improvements to it in the light of your experience 
so as to make the scheme more effective? 

2. What are the difficulties, if any in implementing the scheme? What measures do you 
suggest to overcome them. 

VII. Linking of credit with marketing 

1. What, in your opinion, are the reasons for the slow progress in linking of credit 
with marketing? 

2. What measures do yo suggest to overcome the difficulties, if any, in this regard so 
as to ensure an effective linking of credit with marketing? 

3. Would there be any adverse effects if the system of granting production credit by 
credit societies only to such farmers as have marketed their produce through the 
marketing societies in the previous year (which has worked in a limited area) is 
adopted to ensure effective linking of credit with marketing? 

VIII. Marketing operations 

1. What, in your opinion, are the factors inhibiting the development of cooperative 
marketing of agricultural produce? 

(i) Weak credit structure; 

(/i) Inadequacy of finance, processing facilities, storage arrangements, etc.; 

(hi) Lack of trained managerial personnel; 

(i'v) Statutory orders like compulsory levy, etc.; 

(v) Inability of the marketing societies to offer competitive price; 

(w) Infiltration of traders or their nominees in the management; 

(v/i) Location of societies at places other than markets 

(v/ii) Inability of marketing societies to make outright purchases and in our risks. 
(i.v) Lack of guidance from higher institution like Apex Society etc., 

(x) any other factors. 

2. What measures do you suggest to strengthen and develop cooperative marketing, 
includ n inter-state and export trade? 

IX Processing 

1. Do you think establishment of cooperative processing essential? 

2. If so, what measures do you suggest to accelerate the development of cooperative 

processing? 
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3. Do you consider that a policy of positive preference or exclusive reservation in the 
matter of licensing of processing units essential for the development of cooperative 
processing? 

4. What are, in your opinion, the factors responsible for the slow progress in the sett¬ 
ing up of cooperative processing units and what measures do you suggest to remedy 
them? 

5. What measures do you suggest to enable processing units to obtain adequate working 
capital requirements ? 

6. Do you consider the existing Pattern of assistance for setting up cooperative pro¬ 
cessing units adequate ? If not what changes do you suggest ? 

X. Distribution of Agricultural requisites 

1. Are the present arrangements for distribution of fertilisers, etc. through cooperatives 
satisfactory from the point of view of the farmer ? 

2. Do you consider that cooperatives are better suited for undertaking distribution 
of agricultural production requisites, than Government departments or other orga¬ 
nisations like Fertilisers or Seeds Corporations ? Please give reasons. 

3. Should cooperatives be given monopoly rights in the matter of distribution of agri¬ 
cultural production requisites ? Why? 

4. What should be the role of cooperatives vis-a-vis Government Agriculture land exten¬ 
sion deptts. in promotional activities, like popularising the use of fertilisers, improved 
seeds, etc.? 

5. Do you consider the existing margins at various levels for distribution of fertilisers 
adequate to cover costs of distribution, storage, etc. ? 

6. What financial arrangements do you suggest to enable the marketing cooperatives 
to undertake distributions functions? 

7. What should be the role of cooperatives vis-a-vis agriculture deptts. in the mul¬ 
tiplication and distribution of improved seeds and the manner and stage at 
which cooperatives should be associated? 

8. What should be the role of cooperatives in the distribution of agricultural imple¬ 
ments, pesticides. Iron and Steel, Cement and other production requirements ? 

9. What is the coordination that exists between marketing societies and (i) village 
credit societies and (ii) agriculture departments in the distribution of production 
requisites ? Is it satisfactory 7 

XI. Supply of consumer goods in rural areas 

1. Do you consider the existing centrally sponsored scheme for supply of consumer 
goods in rural areas through primary marketing societies and village cooperatives 
satisfactory ? What are the difficulties if any, experienced, in implementing it ? 

2. Are the existing financial arrangements for undertaking supply functions at mandi/ 
village levels satisfactory? 

3. What should be the role of apex/district or regional marketing societies vis-a-vis 
local wholesale consumer cooperative stores in the supply of consumer goods to 
the primary marketing societies for distribution in rural areas ? (t'.e. whether pri¬ 
mary marketing societies may obtain their requirements from the local wholesale 
consumer stores or from apex./district marketing societies). 

XII. Storage 

1. What should in your opinion, be the role of warehouses of State and Central ware¬ 
housing corporations vis-a-vis godowns of cooperative marketing societies at the 
same places? What coordination do you suggest between the cooperative deptt. 
and the State/Central warehousing corporation in the construction of cooperative 
godowns and warehouses so as to prevent overlapping and under-utilisation ? 

2. What are the difficulties, if any for cooperatives to utilise the local warehouses for 
storing their agricultural produce ? 
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3. What is the average cost of storage per ton in godowns of cooperative marketing 
societies ? 

4. What is the average percentage of utilisation of godowns of marketing societies in 
your state? What are the reasons for under-utilisation if any ? 

5. Do you consider that godowns of Primary Marketing Societies are economic and 
are able to pay themselves for meeting their overhead costs, depreciation, etc. 

6. Do you consider the existing patterns of assistance for construction of godowns 
by marketing societies and village societies satisfactory ? If not what revision do 
you suggest ? 

XIII. General 

1. What should, in your opinion, be the inter-relationship among the marketing socie¬ 
ties at the primary, district/regional, apex and national levels ? 

2. What are the present arrangements for coordination between the cooperative deptls. 
and the State Marketing Deptts. ? Do you suggest any improvement ? 

3. Do you consider that merger of the State Marketing deptt. with the cooperative deptt. 
(under a single head of the deptt.), as it now exists in a few states, would leadtomoro 
effective coordination and efficiency 

4. What is the State Governments’ policy in associating cooperatives in procurement 
and other related schemes ? 

5. What are the administrative arrangements in your state to look after cooperative 
marketing and processing societies both at headquarters and in the field? Are 
they adequate ? If not, what arrangements do you consider necessary ? 

6. (a) What are the arrangements now in your state for correction and compilation 

of annual statistics relating to marketing societies ? 

(ft) Is there any duplication in compilation ? For example, if the same produce 
is marketed through the primary, district and apex marketing societies, how 
is it ensured that the quantity marketed is taken into account only once and not 
at three levels ? 

7. (a) What should be the role of Cooperative vis-a-vis a regulated market ? 

(6) in some States, there is a provision in the Regulated Markets Act for enabling 
State Govts, to appoint Cooperative Marketing Societies to function as Market 
Committees. 

(i) Do you favour the adoption of such a provision in all the Stales ? 

(«) What would, in your opinion, be the advantages and difficulties, if any, in 
this regard? 

8. (a) What are the difficulties in marketing societies undertaking grading of their 

produce ? 

(ft) Is the present pattern of assistance for establishment of grading units satis¬ 
factory ? 



ANNtXURE V 


MINISTRY OF COMMUNITY DEVELOPMENT AND COOPERATION 
(Department of Cooperation) 

COMMITTEE ON COOPERATIVE MARKETING 

Questionnaire for State Directors of Agriculture 

Distribution of Agricultural Production Requisites 


Chemical fertilisers 

1. (a) What are the arrangements in your State for indenting and distribution of chemi¬ 
cal fertilisers to the farmers ? 

(h) Do you consider them satisfactory from the point of view of the farmer 7 If 
not, what improvements or alternative arrangements would you suggest 7 
(Please give reasons for your views anumerating the dificiencies/difficulties in 
the existing arrangements). 

2. (a) If Cooperatives arc associated with the distribution in your State, please indi¬ 

cate the deficiencies/difficulties in the distribution arrangements and what im¬ 
provements would you suggest to remove them so as to ensure that the farmer 
gets his fertiliser requirements promptly and without any difficulty? 

(h) Do you consider that agencies other than cooperatives, e.g. Govt, agencies, 
Fertilisers producers organisation, etc. can undertake distribution of chemical 
fertilisers and meet the requirements of the farmers all-over the country, including 
in the remote villages. 

Note : The following aspects may be kept in view while offiering your views on 
question No. 2(b) : > 

(1) There were 2 14 lakhs of agricultural credit societies in the country 
covering 81% of the villages and 30-6% of the rural population as 
on 30-6-1963 these societies advanced production credit to the extent 
of Rs. 251 -90 crores during the year 1962-63. By the end of TV Plan 
it is expected that about 75% of the rural population will be covered 
by agricultural cooperatives and production credit to the extend of 
Ks. 650 crores will be advanced by them. According to the present 
policy of Govt., the portion of production credit required for purchase 
of fertilisers, seeds, pesticides etc, should be disbursed to the farmers 
in kind so as to prevent mis-utiiisation of the credit for other non¬ 
productive purposes. 

If distribution of ferfilisers is to be entrusted to agencies other than 
cooperatives, how can credit be coordinated with supply of fertili¬ 
sers ? 

(») At present uniform prices prevail for nitrogenous fertilisers at all 
places irrespective of distances, as a result of ‘pooling arrangements. 
In certain States, even super-phospates are distributed through co¬ 
operatives at uniform prices. As a result of these arrangements, even a 
farmer situated in an interior place far away from the rail-head centre 
gets his fertilisers at the same price as at the rail-head centre. Can 
this be ensured if the distribution as entrusted to private trade ? 

On ) In many of the States, Cooperatives enjoy monopoly distribution rights 
in respect of nitrogenous fertilisers. The Cooperatives have made 
arrangements for distribution of fertilisers at all interior cgntres and 
pockets at uniform prices. Private traders may tend to concentrate 
at rail-head centres ignoring the interior villages. 

3. What is the present procedure in your State to assess the demand for fertilisers at 

various level ? How is coordination affected between the agriculture department 
and the cooperative organisations to ensure realistic estimates of demaad 7 
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4. Do you consider what cooperatives should undertake promotional activities like 
popularising the use of fertilisers. If so what arrangements do you suggest to in this 
regard with a view to ensure close coordination among these agencies and the agri¬ 
culture/extension departments ? 


Seed* 

5. What are the present arrangements in your State for multiplication and distribution 
of improved seeds ? 

6. What is the role being played by cooperatives in multiplication and distribution of 
seeds in your State 7 If cooperatives are not playing any role so far, what Agricul¬ 
ture role would you suggest for them vis-a-vis Extention departments and the manner 
and stage at which cooperatives should be associated ? 

7. In view of the risks involved in storage for long periods, lack of demand, etc., co¬ 
operatives are generally reluctant to invest their own funds on distribution of im¬ 
proved seeds. Do you recommend the supply of such seeds by the Agriculture De¬ 
partment to the cooperatives on "consignment’’ basis til! such time as the seeds 
become popular and there is a steady demand so as to obviate risks to the coopera¬ 
tives 7 

Pesticides 

8. (a) What are the existing arrangements in your state for distribution of pesticides 

and spraying equipment to the farmers 7 

06) What should, in your opinion, be the role of cooperatives in the distribution 
of pesticides and spraying equipment and the manner and stage at which they 
should be associated ? 

Other agricultural production requisites 

9. (a) What are the existing arrangements in your State for distribution of other agri¬ 

cultural production requisites, like improved agricultural implements, iron and 
steel, cement, etc. in rural areas ? Are these satisfactory 7 

(b) What should in your opinion, be the role of cooperatives in the distribution 
of the above requisites and the manner and stage at which they should be asso¬ 
ciated 7 

NoTt: : While offering your views on question Nos. 8 & 9 the question of ensur¬ 
ing coordination of production of credit by cooperatives which supply 
of production requisites may also be kept in view. 



Annbxurb VI 


COMMITTEE ON COOPERATIVE MARKETING 


(Appointed by the Government of India, Ministry of Community Development and 

Cooperation) 

Questionnaire for Select Cooperative Central Banks on Marketing Finance 

1. Whar are the present arrangements for providing Marketing finance to marketing 
societies in your area ? Are they satisfactory 7 

2. What should be the role of the State Bank of India in providing marketing finance 
to marketing societies ? Should the finance from State Bank of India be routed 
through cooperative financing agencies or be given direct to marketing societies 7 
Please give reasons. What is the procedure in this regard in your bank area ? 


3. Would you prefer the entire marketing finance being provided by one agency rather 
than two ? If so, which agency—State Bank of India or Cooperative Financing Agency 
would you prefer and why 7 What measures do you suggest for enabling market¬ 
ing societies to obtain adequate finance for their marketing operations ? (f.e. for 
outright purchases, pledge loans, distribution and supply functions.) 


4. Please furnish the amount of finance providedjto marketing societies in your area 
during last 2 years : 

1962-63 1963-64 


(0 Clean loans 


No. of 
Socs. 


amount 

Rs. 


No. of 
Socilies 


Amount 

Rs. 


(ii) Pledge loans 

(HO Hypothecation 
loans. 


Dt. Pry. 
Socs. Socs. 


Dt. Pry. 
Socs. Socs. 


Dt. Pry. Dt. Pry. 
Socs. Socs. Socs. Socs. 


5. What are in your opinion, the difficulties that now stand in the way of marketing 
societies getting their full requirements of marketing finance ? 

6. What is the present rate of interest charged to marketing societies by the Central 
Bank on :— 

For Finance obtained from 


Reserve State Coopera- 
Bank Bank tives’ 

of of own 

India India funds 

funds funds 


(a) Clean loans ...... 

( b ) Pledge loans. 

(c) Hypothecation loans .... 

7. What are generally the margins allowed for grant of pledge loans to marketing socie¬ 
ties ? Are they in conformity with the normal trade practices in the area ? 

8. (a) Do you issue both clean as well as pledge loans to marketing societies ? 

(6) Do you issue clean loans to a marketing society which has alredy obtained dean 
or pledge/hypothecation loans directly from State Bank of India ? 

9. What is the limit up to which clean loans are issued to marketing societies for various 
purposes and the nature of security, if any, taken for the purpose ? 

10. (a) What is the present procedure for financing marketing and village societies in 
your area for purchase and distribution of (i) Fertilisers, (ii) Seeds, (iii) Pesticides, 
(iv) Implements and other production requisites, (v) Consumer goods ? 
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(b) Please furnish the quantum of finance provided for the above purpose during 
last 2 years. 

Marketing Societies Village Societies 

r~ -*--< * ' ‘ 

No. of Amount No. of Amount 

Socs. Clean/pledge Socs. clean/pledge 

11. (<a) It has been represented that the village societies do not take interest in the prompt 

storage and sale of fertilisers, seeds, consumer articles, etc. if these are supplied 
to them on consignment basis and also that they often inordinately delay remitt¬ 
ance of sale proceeds to marketing societies, which do not have any effective 
machinery to enforce the prompt sale and recovery and the supervisory staff 
of Central Banks do not, in most cases assist the marketing societies in this re¬ 
gard. It has therefore, been suggested that village societies may be asked to 
get their requirements of these items from the marketing societies on cash basis 
so that they may have a stake. As village societies do not have sufficient capital 
of their own for the purpose, in certain states, the cooperative central banks 
have been granting them cash credit’ (clean loans) for obtaining fertilisers, con¬ 
sumer goods etc. This would incidentally involve the Central Bank supervisory 
staff to ensure that the village societies take action for the prompt disposal 
and remittance of the sale proceeds to the banks. 

Do you have any objection to this arrangement ? (Give reasons). 

(b) What should be the limits/basis and safeguards for grant of such credit ? 

(c) What difficulties, if any, you anticipate, if this arrangement is to be implemented? 

(d) If this arrangement is not agreeable to you, what other arrangement do you sug¬ 
gest to ensure that the village societies sell the goods in time and also remit the 
proceeds promptly ? Can the bank supervisory staff be made responsible for 
this work as part of their normal supervisory functions over the village societies? 

12. What is the existing proportion between borrowing and share-capilal holdings for 

(a) Clean loans 

(b) Pledge loans 

(c) Hypothecation loans 

13. As pledge loans are only seasonal in nature, is there provision for refund of share 
capital collected for pledge loans from marketing societies at the time of repayment? 

14 What are the difficulties/disadvantages in cooperative marketing societies utilising 
licensed warehouses for storage of their produce and raising finance on the ware¬ 
house receipts ? 

15. Indicate the volume of finance made available to you during the last three years 
by the Reserve Bank of India/State Bank of India : 

Finance from Reserve Finance from State Bank 



Bank of India 

A. 

of 

India 


t - i 

Maximum 
amount drawn 
for 

marketing 
purposes 
during 
the year 

Credit 

limit 

sanc¬ 

tioned 

Maximum 

amount 

drawn 

during 

the 

year 

1961-62 

( > 

( ) 

( ) 

1962-63 

( ) 

( > 

( ) 

1963-64 

( ) 

( ) 

( ) 


Was ths finance made available from the above two sources adequate to meet your 
needs ? If not, what were the additional requirements ? What further steps, in 
your view, are necessary to enable drawal of adequate finance from accommodation 
made available by Reserve Bank of India/State Bank of India ? 

16 Generally growers Heed some advances before harvest to meet harvesting/transport¬ 
ing costs and also consumption needs. Which agency, in your opinion, i.e. whether 
credit society or marketing society should give such advances to wean the growers 
away from traders ? If the marketing societies are to give such advances, will the 
bank finance them for the purpose ? 



Amnexure Vir 


(Referred to in para 1.7) 

List of the Registrars of Cooperative Societies. Directors of Agriculture and Central Cooperative 
Hanks who replied to the Questionnaires of the Committee 

I. Registrars of Cooperative Societies 

1. The Registrar of Cooperative Societies, Assent. 

2. The Registrar of Cooperative Societies, Bihar. 

3. The Registrar of Cooperative Societies, Gujarat. 

4. The Registrar of Cooperative Societies, Jammu & Kashmir. 

5. The Registrar of Cooperative Societies, Keiala. 

6. The Registrar of Cooperative Societies, Madhya Pradesh. 

7. The Registrar of Cooperative Societies, Madras. 

8. The Registrar of Cooperative Societies, Maharashtra. 

9 The Registr; • of Cooperative Societies, Mysore. 

10. The Registrar of Cooperative Societies, Punjab. 

11. The Registrar of Cooperative Societies, Rajasthan. 

12. The Registrar of Cooperative Societies, Uttar Piadesh. 

II. Directors of Agriculture 

1. The Director of Agriculture, Andhra Pradesh. 

2. The Director of Agriculture, Gujarat. 

3. The Director of Agriculture, Kerala. 

4. The Director of Agriculture, Madhya Pradesh. 

5. The Director of Agriculture, Madras. 

6. The Director of Agriculture, Maharashtra. 

7. The Director of Agriculture, Mysore. 

8. The Director of Agriculture, Orissa. 

9. The Director of Agriculture, Punjab. 

10. The Director of Agriculture, Rajasthan. 

11. The Director of Agriculture, Uttar Pradesh. 

12. The Director of Agriculture, West Bengal. 

HI. District Cooperative Central Banks 

1. The Baroda Central Cooperative Bank Ltd., Baroda. 

2. The Belgaum District Central Cooperative Bank Ltd., Belgaum. 

3. The District Cooperative Bank Ltd., Dehradun. 

4. The Jalgaon District Central Cooperative Bank Ltd., Jalgaon. 

5. The Cooperative Central Bank Ltd., Kancheepuram. 

6. The Karnatak Central Cooperative Bank Ltd., Dharwar. 

7. The Kolhapur District Central Cooperative Bank Ltd., Kolhapur. 

8. The Mathurai District Central Cooperative Bank Ltd., Madurai. 

9. The Malabar Cooperative Central Bank Ltd., Calicut-2. 

10. The Merrut District Cooperative Central Bank Ltd., Meerut. 

11. The Nizamabad District Cooperative Central Bank Ltd., Nizamabad. 
i2* The Raipur Cooperative Centra! Bank Ltd., Raipur. 
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Annbxure VIII 
(Referred to in para 1 • 9) 

Details of Tonrs and the Names of Cooperative In3titations visited by the Committee 


Dates Names of institutions visited Discussions held with 

Uttar Pradesh 

3-10-1954 U.P. Cooperative Federation, Registrar of Coop. Societies. 

Lucknow. 

Maharashtra 

16- 10-1954 Maharashtra Apex Coop. Market- — 

ing Society, Bombay. 

Gujarat 

17- 10-1954 (1) Ahmedabad Coop. Fruits & State Minister (Cooperation), Dy. 

Vegetables Growers’ Associa- Minister (Cooperation) Secre¬ 
tion. tary to Govt.in-chargeCoopera- 

(2) Potato Growers’ Association tion & Registrar of Coop. 

Ahmedabad. Societies. 

(3) Ahmedabad Regulated Mar¬ 
ket. 

(4) Gujarat State Coop. Mktg. 

Society, Ahmedabad. 

18- 10-1964 (1) Bavla Coop. Cotton Ginning 

and Pressing Society. 

(2) Bhavnagar Purchase & Sale 

Union. 

(3) Coop. Oil Mill, Bhavnagar. 

19- 10-1954 (1) Anand Coop. Milk Union 

(2) Broach Coop, Cotton Sale 
and Ginning/Pressing Society, 

Tralsa-Mahad. 

(3) Amod Coop. Cotton Sale 

Society. 

20- 10-1954 (1) Padia Coop. Cotton Sale So¬ 

ciety. 

(2) Baroda Dist. Purchase and 
Sale Union. 

Orissa 

2- 12-1954 (1) State Coop. Marketing 

Society, Cuttack. 

(2) Regional Coop. Marketing 
Society, Cuttack. 

3- 12-1964 (1) Aska Coop. Sugar Industries 

(2) Bhanjanagar Regional Coop. 

Marketing Society. 

(3) Balugaon Regional Coop. 

Marketing Society. 
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Annexure VI ll—contd. 


Dates 

Names of institutions visited 

Discussions held with 

4-12-1964 

-* 

Secretary to Govt, in-charge 
Cooperation, Registrar of Coop. 
Societies and other State Govt. 
Officers. 

Madras 

23-5-1965 

Mcttupalayam Coop. Marketing 
Society. 


24-5-1965 

Nilgiris Dist. Potato Growers’ 
Coop. Marketing Society, Oota- 
camund. 

(1) President, Secy, and Directors 
of Nilgiris Dist. Coop. 

Central Bank. 



(2) Informal discussions with 

delegates to Conference of 
State Coop. Banks. 

25-5-1965 

Coimbatore Dist. Coop. Supply 
and Marketing Society. 

(1) Chairman, Madras State 

Coop. Marketing Society. 

(2) Jt. Registrar (Mktg.) and 
other Distt. Officers. 

26-5-1965 

North Arcot Dist. Coop. Supply 
and Marketing Society, Vellore. 

(1) President, Secretary and 
other Directors of Dist. Coop. 
Central Bank. 


Vellore Cooperative Marketing 
Society. 

(2) District Officers 
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Total for 1964-65 . • 12,108-24 2,568-89 7,544-53 4,073-38 1.775-27 390-17 1,6 05-3 0 30,065-78 

Total for 1963-64 . . 8,143-85 1,061-99 6,436-59 3,434-09 1,908-93 120-79 1, 269 7 7 22,376-01 

•Includes direct operations of Apex Marketing Society under paddy procurement scheme. 

©Tentative. 
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. Gujarat . . . 1961-62 8,981-98 30-92 ... 156-76 1,228-88 11-69 315-24 2,642-47 

1962- 63 859-84 35-12 _. 167-45 1,045-82 14-87 385-18 2,508-28 

1963- 64 1,008-10 67-05 _ 322-79 1,785-89 12-88 303-30 3,500-01 

1964- 65 1,012-95 63-42 „ 211-81 1,589-43 14 77 558-48 3,450-86 
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STATE LEVEL MARKETING SOCIETIES 
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Annexure XII 

(.Referred to in para 4 36) 

PRIMARY AGRICULTURAL MARKETING SOCIETIES 

(Trend of Progress—.All India) (Rs. in crores) 
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An.nexure X1IJ 
(Referred to in para 4-37) 

PRIMARY AGRICULTURAL MARKETING SOCIETIES Type-wise 

(Marketing and distribution operations, 1963-64 
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(Referred to in para 4 -39) 

VALUE OF RETAfL DISTRIBUTION OF PRODUCTION REQUISITES AND CONSUMER ARTICLES 
BY COOPERATIVES IN RURAL AREAS-TREND OF PROGRESS 
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The figures are for 1963-64. 
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Annexure XV 


(Referred to in para 6 '40) 


Syllabus for the~Special Short-term course of Cooperative Marketing 


General 


40 


Periods 


1. Meaning of marketing--essential features of modern marketing 
organisation—evolution of marketing in Tndia—marketing func¬ 
tions and services—market intelligence ..... 4 


2. Areas under production of different crops in the State—their sow¬ 
ing and harvesting seasons.1 

3. Types of markets in the states—market functionaries—different 

methods of sale -sale by open auction—open bargain—secret hand 
bidding—secret tender etc. ....... 2 

4. Transport—different types of transport used between villages, 

secondary mandis and the terminal market and their cost struc¬ 
ture ........... 2 


5. Storage—Considerations to be kept in view for stroing agricultural 
commodities- chemical fertilisers ...... 

fc. Warehousing -Need for warehousing—Licensed Warehouses 
Act and Agricultural Produce (Development and Warehousing) 
Corporation Act of 1956—warehouses set up by Central Ware¬ 
housing Corporation in the states—Ware-houses set up by state 
warehousing corporations in the states—warehousing facilities— 
relationship between warehouses and marketing societies . 

7. Grading—advantages of grading—fixation of grades under the 
Agricultural Produce (Grading and Marketing) Act. . 

8. Marketing finance—different agencies—cooperative banks- 
Suite Bank of India—termes and condition—Procedures. 

9. Regulated market—its constitution—representation allowed to 
the marketing society on the market committee—how disputes 
as to quality and weighment are settled—what arrangements 
are made for supplying market intelligence by the market com¬ 
mittee— control of sales at the village level—suitable agencies 

10. Liability of marketing cooperatives to taxation—provisions of 
sales tax as they affect the sales transactions—provisions of agri- 
tural income tax and excise duties as they affect tire marketing and 
processing society ......... 

11. Market risks—sales in forward markets and hedging-stabilisation 
of agricultural prices and role of the State ..... 

11. Cooperative Marketing 


2 


10 

2 

2 


6 


5 

4 

Periods 


1. Need for cooperative marketing - benefits of cooperative marketing 

in agricultural produce ........ 2 

2. Cooperative marketing set up—at the national—at the state— 
at the district—at the primary levels—correlation of the activities 

at various levels .......... 2 

3. Organisation of a primary marketing society—factors to be taken 
into account in determining location, area of operation, size, 

\ iability, availability of marketable surplus in the areas etc. . . 2 

4. Membership : Societies—individuals—nominal members (traders, 

etc.)—Government maximum share holding permissible to an 
individual member and a society under the bye-laws ... 2 

5. What is management? The nature, functions and principles of 
management : General body and its powers—Managing Com¬ 
mittee—its constitution and its powers—sub-Committees of the 
Managing Committee for special purposes—periodicity of Genera! 
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Body meetings and Managing Committee meetings—framing of 
Agenda—conducting meetings—recording of proceedings—imple¬ 
mentation of resolutions to be reported in the next meeting of 
the General Body/Managing Committee/Sub-Committee. Key- 
Staff : Manager—Accountant Powers and duties of the 
Manager under the bye-laws—need for framing service regulations 
detailing terms and conditions of employment of staff ... 8 

Office organisation—office system and layout—files records and 
forms—correspondence—working hours—administrative cost 2 


Office administration—organisation of authority—relationship 
of staff—delegation of authority and resoponsibility—depart- 
mentation—co-ordination among various functionaries 

Public relation of the business unit—relations with Government 
departments, public institutions, members and the general public . 

6. Share Capital : Value of a share and mode of its payment—empha¬ 

sis on reasonable value and convenient mode of payment—terms 
and conditions regarding availability of government share capital 
for having optimum marketing business by the society—measures 
for increasing the share capital.. . 

7. Borrowings : Fixation of maximum credit limit of society- 
borrowings made from the Central Cooperative Bank and State 
Bank of India—corresponding relationship between the share 
holding by the society in the Central Cooperative Bank and the 
loans to be made available to it—period of loan—rate of interest— 
procedure for applying for loans from Central Cooperative Bank/ 
State Bank of India—rate of interest charged by the State Bank 
of India on its advances to the marketing societies—terms regard¬ 
ing period and rate of interest. Role of the Reserve Bank of India 
in providing marketing finance ....... 


III. Cooperative Accounts and Audit 

1. Principles of Book-keeping-objects-single and double entry 
system—advantages of double entry system .... 

2. Cash book—cash book with discount, bank and transfer columns— 
columnar cash book—petty cash book—imprest system—bank 
reconciliation statement—passing adjustment entries in cash 
book .......... 


2 

1 


3 


5 

40 Period* 


3 


4 


3. Journal—writing up of journal—purchase journal—sales journal— 
purchase or sales return books—preparation of the following 
documents—credit and debits notes, account current and invoice— 
inland and foreign—bills journal—bills of exchange, cheques, 
promissary notes—entries—bill transaction—acceptance, endorse¬ 
ment, dishonour and renewal—accommodation bill—entries in 
the books of the parties involved ...... 

4. Ledgers—general ledger—personal and impersonal ledgers—bought 

and sales ledgers. 

5. Joint ventures : and consignment accounts—consignment inward— 

consignment outward—account sales. 

6. Depreciation—two methods—fixed and reducing instalment 
systems. .......... 

7. Reserves—general and specific—reserve fund. 

8. Different financial accounts—trading account—profit and loss 

account—income and expenditure accounts—receipts and pay¬ 
ments account. . 


6 

2 

2 

2 

1 


9 


9. Final accounts—preparation of trial balance and its objects— 
errors disclosed and not disclosed—correction by journal entries— 
recasting correctly a wrong—trail balance given—cempiling of 
trading account, profit and loss account and balance sheet from 
trial balance, receipts and disbursements account and preparation 
of balance sheet.. 


4 
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JO. Accounts : (i) Importance of maintaining separate accounts 
for (a) marketing operations (b) processing activities and (c) sup¬ 
ply and distribution operations of a marketing society, (ii) A set 
of model account forms duly approved by the standing sub¬ 
committee of the Central Committee for Cooperative Training as 
commended by the National Cooperative Development and Ware¬ 
housing Board for adoption to the various State Governments 
may be discussed 8 

11. Audit : Completion of various records in auditable form before 

the same are taken up for periodic audit—presentation of audit 
report along with action taken in compliance of the same in an 
annotated form to the Managing Committee .... 6 

12. Investment of share capital and reserves : Considerations to be 

held in view while making investments in (a) Cooperative Institu¬ 
tions (b) Land, building and machinery and (c) securities— 
investments whether conducive to the business of the society and 
remunerative .......... 2 

13. Division of net profits : Creation of various reserves in accord¬ 

ance with bye-laws of the society—importance of annual distribu¬ 
tion of dividend/rebate to members ...... 2 

14. Marketing operations : Essentially on Commodity basis and 
sales in different lots or by pooling—steps necessary for boosting 
marketing operations before the season starts—imperative need 
for contacting constituents of the society by the Manager and 
the Members of the Marketing Committee—wide publicity in 
respect of various facilities afforded by the marketing society 
to its constituents—outright purchases by the society within 
certain safeguards—pooling and payment of pooled price—sales 

in forward markets and heading ...... 10 

15. Processing Operations : Benefits accruing from processing of 
agricultural produce —preconditions for setting up processing 
plant arrangements for obtaining raw material and for marketing 

of processed commodity ........ 3 

16. Distribution of Production requisites, like seeds, fertilisers and 

implements—usage in the area—their rates—their rates at 
whole-sale and at retail levels—their storage and transport ar¬ 
rangements—terms in accordance with which these are obtained 
and further distributed to the societies at its headquarters or 
through its depots ........ J 

17. Supply of consumers’ goods—desirability of making distribution 

of consumer goods through affiliated societies and to the coopera¬ 
tive consumer stores in the area ...... 2 

18. Advance to members—pledge loans—the extent upto which the 

pledge loan may be advanced—other terms of plege loan—produc¬ 
tion loan—not a lequitimate function of a marketing society . . 2 

19. Linking of credit with marketing : Its importance —stressed 

by the Rural Credit Survey Committee Report—steps necessary 
to effectively establish the link between the credit and the marketing 
activities .......... 2 

20 . State assistance : (a) share capital contribution terms and condi¬ 

tions for obtaining and retiring the same (b) assistance for 
godowns construction in the shape of loans and subsidy—terms 
and conditions for the same, (c) assistance for management— 
terms and conditions (d) assistance for grading staff and equip¬ 
ment ... ....... 2 

21. Administrative set-up of the cooperative department with special 

reference to co-operative marketing and audit ... 2 
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XV. Cooperative Processing : 

20 Periods 


1. Processing--benefits accruing to agricultural producers— processing plant 
as a department of marketing cooperative or as a separate cooperative- 
basis of organisation—size of the plant—acreage necessary to feed the 
plant—building contract with member cultivators to secure raw materials 

- location of the plant ......... 5 

2. Capital required—fixed and working—sources—Industrial Finance 

Corporation—State Finance Corporations— State Bank of India- coopera¬ 
tive bank—terms and conditions—pattern of state assistance ... 5 

3. Problems of production plan—preparation of works programme- 

purchase of stores—labour problems—recruitment—training, wage pay¬ 
ment systems and labour relations—social security .... 5 

4. Labour Laws—Factory Act—Payment of Wages Act—Minimum Wages 

Act—Workmen’s Compensation Act—Industrial Disputes Act... 2 

5. Technical staff- Quality control and research assistance . . . 1 

6. Sales Policy—pricing with reference to cost and market conditions— sales 

promotion —market studies . 2 


Practical Training : 

The practical training of six weeks duration was divided into two parts one consist¬ 
ing of observation tour of two weeks and the other consisting of field attachment. During 
practical training, while on observation tour, generally the following types of institutions 
are visited : 

1. Visit to a market committee. 

2. Visit to a primary marketing society. 

3. Visit to a district cooperative marketing society. 

4. Visit to State Marketing Society. 

5. Visit to a cooperative central bank and an affiliated service society with a view to 
studying the linkage of credit with marketing. 

6. Visit to State Bank of India with a view to studying the processing of loan appli¬ 
cations of a marketing society. 

7. Visit to a processing society. 

8. Visit to a State Warehouse. 
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Annexure XVI 

(Referred to in paragraph 8 13) 

FACILITIES FOR MARKETING FINANCE AVAILABLE FROM 
STATE BANK OF INDIA 


I, Marketing Societies 

A. Pledge loans : 

(i) Advances are granted on the pledge/rcpledge of goods at J % above the State 
Bank of India Advance Rate, Minimum 8 % per annum. 

Advances are provided to cooperative banks also on repledge basis at the same 
rate of interest to enable them to provide pledge finance to affiliated marketing and pro¬ 
cessing societies, among others. 

(ii) The margin retained in the case of pledge advances is normally between 25-40% 
depending on the nature of the produce . These margins can, however, be reduced upto 
a minimum of 10% provided suitable guarantee from the State Government is forth¬ 
coming. 

(iii) Advances on the pledge of warehouse receipts are granted to cooperative mar- 
keting/processing societies if they are original depositors cr first transferees at a conces¬ 
sionary rate of interest of J % over State Bank of India Advance Rate, minimum 8 j % per 
annum. 

B. Clean advances : 

Clean accommodation is provided on the guarantee of apex/central cooperative 
banks/apex marketing society upto the limit of owned funds of the borrowing society. 
Such accommodation is also provided on the guarantee of the State Government upto 
twice the amount of owned funds. The rate of interest in such cases varies from 4 % to 
}% above State Bank of India Advance Rate, minimum 8 to 84% per annum. Clean 
accommodation is also granted on the guarantee of the concerned State Government 
to the Apex Bank/Federation for financing the (i) normal operations of the affiliated co¬ 
operative marketing societies at 4% above State Bank of India Advance Rate, minimum 
8%, and (ii) foodgrains procurement operations at State Bank of India Advance Rate, 
minimum 74 % per annum. 

C. Hypothecation Credit : 

The State Bank of India finances cooperative marketing societies on hypothecation 
instead of pledge of produce on the basis of State Government recommendation. The 
drawals, should, however, be regulated by the value of stocks actually carried from time 
to time. The rate of interest in such a case is 4 % above State Bank of India Advance Rate, 
minimum 8% per annum. 

D. Trust Receipt Facility : 

Where a society has to obtain delivery of some stocks under pledge to the Bank 
either for sale or for return to the member but has no funds to repay the equivalent amount 
advanced on the security thereof by the Bank, the Bank would be prepared, if satisfied in 
regard to the merits of the case, to release such stocks, up to certain limits on the strength 
of a letter/receipt to be given by the society. 

II. Processing Societies (Other than sugar factories) 

Processing societies (other than sugar factories) may also get accommodation from 
the State Bank on similar terms. 



(referred to in para 10-8) 

PROGRESS OF AFFILIATION OF CREDIT SOCIETIES TO COOPERATIVE MARKETING SOCIETIES 
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14 . West Bengal .. 500 N.A. N.A. N.A. 500 7,170 
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16 . Delhi. 84 878 84 281 98 379 

Total . 31,790 6,12,391 33,878 8,51,794 44,727 12,01,404 












Annexure XX 


(Referred to in Para 16 -4) 

PATTERNS OF STATE ASSISTANCE TO COOPERATIVE MARKETING 
AND PROCESSING SOCIETIES 
(During III Plan period). 




Ceiling 

Share of 

Share Capital 


N.C.D.C. 

Rs. 

Slate 

Govt. 

1 


2 

3 

4 

(i) Primary marketing societies . 

. 

25,000 

75% 

25% 

(ii) District/Apex marketing societies 


No limit 

73% 

25% 
(as loan 
repayable 
in 15 

years). 

Managerial Subsidy 





(i) Primary marketing societies . 

I Year 

II Year 

III Year 

4,500 
(over a 
period of 

3 yrs. on 
a taper¬ 
ing basis 
100% 

66 -2/3% 

33 1/3% 

50% 

50% 

Gi) Apex marketing societies 

. 

No limit 

50% 

50% 

(iii) Primary marketing societies for 
distribution of consumer goods 

undertaking 

5,000 
(over a 
period of 

3 years). 

100% 

— 

Godowns : 





(i) Primary marketing societies- Mandi level. 

35,000* 

75% 

25% 

(ii) Village societies—Rural godowns 


10,000* 
to 12,500 
(As loan 
repayable 
in 15 

years). 

75% 

25% 

(iii) District/Apex marketing societies 


No ceil¬ 
ing* 

75% 

25% 

Hiring of Godowns 


Subsidy 


(i) Large sized credit societies 


500 per 
year 

50% 

50% 

(ii) Primary marketing societies . 


1,250 per 

50% 

50% 


year. 
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(iii) Apex marketing societies .... 10,000 or 

5% of the 
estimated 
cost of 
godown 
whichever 
is less 
on merits 
of each 
case. 

(The assistance is admissible only to societies which have been allotted godowns 
limited to 2 years or still construction of the godown whichever is earlier). . 

Ceiling Share of 

"n.C.D.C. State 
Govt. 

Cold Storage ....... 4 lakhs 75% 25% 

per unit 
(As loan 
repayable 
in 15 
years). 

Grading : 

For each grading unit in cooperative marketing/ 
processing societies. 

(i) Subsidy towards cost of grading staff spread 4/ 

over a period of 3 years on a tapering scale . 4,000 50% 50 y. 

(ii) Subsidy towards cost of grading equipment . 1,500 50% 50% 

Transport : 

Loan to marketing societies for purchase of 
trucks ........ 50,000 7 5 % 25 / 0 

(repay¬ 
able in 7 
years). 

(i) Marketing societies installing processing units 

costing Rs. 1 lakh and more . . Upto40% 75% 25% 

of Capital 
cost in 
the form 
of share- 
capital. 

(ii) Marketing societies installing processing units 

costing less than Rs. 1 lakh .... Upto 75% 25% 

100% of 
Capital 
cost in 
the form 
of share- 
capital. 


*The assistance is given in the form of 75 
and 124% of subsidy is shared by the 


% loan-1-25% subsidy of this 62i% of loan 
N.C.D.C and the balance by State Govern¬ 


ments). 
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